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Bank vaults must resist attack by drill and torci:! 


Other well-known banks im the 

Southern states having vault 

doors protected by thick plates 
of Pure Copper: 

Dallas National Bank 
Dallas, Texas 
Guardian Trust Compary 
Houston, Texas 
Marine Bank & Trust Compary 
Houston, Texas 
Public National Ban/: 
Houston, Texas 
First Nationa! Bank 
Mobile, Ala. 

Barnett National Bank 
Jacksonvile, Fla. 


Canal Bank & Trust Co. 


New Orleans, La. 


Vault door in the Hous- 
ton National Bank, Hous 
ton, Texas. Protected by 
a thick plate of Copper 
specially treated. 


PURE COPPER 


—a step forward 
in Bank Vault Construction 


A bank vault door containing a plate of 
pure copper seven to ten inches thick is 
virtually impenetrable by acetylene torch 
attack. 


The remarkable resistance pure copper 
offers to this form of attack is found in its 
high heat conductivity. The 
heat generated by the torch 
is quickly dissipated over a 
wide area. To successfully 
accomplish the burning of 
a heavy plate of pure copper 


in a vault door would require so much 
heavy equipment and so much time, that 
such a door would be practically impreg- 
nable to the acetylene flame. 


Leading vault engineers who have long 

recognized the value of special steels to 

resist attack by drill and 
explosives are now ad- 
vocating the inclusion 
of a substantial plate 
of pure copper in order 
to resist torch attack. 


For further information address Sales Department, 
25 Broadway, New York. 


ANACONDA COPPER 
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New Wealth 


- [THE JOURNAL COVER ILLUSTRATION; FROM A PAINTING BY WALTER DE MARIS} 


more and more to be the meas- 

ure of wealth of mankind as an 
intricate and complex civilization 
spreads over the world. 

Once a man’s actual possessions 
were the concrete evidences of his 
wealth. His flocks and herds, and 
fertile fields with 
their ripening crops 
proclaimed his 
standing alike to 
both tribesman and 
stranger. The pas- 
ture and the gran- 
ary were the store- 
houses of treasure. 

Nowadays wealth 
is conceived of as 
holdings of stocks 
and bonds, as repre- 
sented by a substan- 
tial bank account. 

A man’s credit rat- 
ing determines his 
financial standing 
in the community. 

Once a man beheld his increase in 
wealth in the making. He reaped 
and he sheared. The increment was 
the product of his husbandry, accu- 
mulating under the touch of his 
hand. 

Dividends register the growth of 
wealth nowadays. Figures represent 
the turnover of capital, the output of 
factories or the return upon loans. 


[store and more are coming 


Paper profits, the unrealized fruits 
of investment or speculatiion, bulk 
large in the modern scheme of things. 
Few business men see the wealth 
that is the result of their energy and 
enterprise. They see and handle the 
evidence of wealth. Usually they 
think in terms of the evidence of 
wealth, a necessity 
dictated by the 
methods of com- 
merce which have 
replaced the early 
custom of barter 

and exchange. 

No one would go 
back to that ancient 
custom. It was suffi- 
cient to itsday. Now 
high- geared busi- 
ness activity de- 
mands intangibles 
to facilitate its prog- 
ress, and the great- 
est of these is credit. 

Nevertheless 
there is often a tend- 

ency to forget the background of these 
intangibles in the struggle to amass 
them. They frequently overshadow 
one source of all new wealth which 
has remained unchanged through the 
ages. This one source of new wealth 
is the gift of the land, the dividend 
of the harvest, personified in the field 
of waving grain in the illustration by 
Mr. De Maris. 
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Arwarer Kent 
BADIO 


SPEED —WITHOUT HURRY! 


PRODUCTION of Atwater Kent 
Radio runs into very large figures. 
But in our 32-acre factory every 


eighth worker is a tester or in- 


spector, taking plenty of time to 


see that every part in every stage 
of manufacture is properly made 
and adjusted. 


This unusual care in the factory, 


so much appreciated by the public, 
is reflected in lower service costs, 
higher sales volume, faster turn- 
over and larger profits for mer- 
chants featuring Atwater Kent 
Radio. Their business is strongly 
entrenchedand constantly growing. 
Their financial requirements merit 


the thoughtful attention of bankers. 


ATWATER KENT MANUFACTURING COMPANY 
A. Atwater Kent, President 


4731 Wissahickon Avenue, Philadelphia, Pa. 


When writing to advertisers please mention the American Bankers Association Journal 
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This Month’s Journal 


and 


Your Own Bank 


Be: in this country is said to be standing at the threshold 


September, 1929 


of new developments more far-reaching perhaps than those that 
have made history in the last few years. The future of bank- 
ing and banking practices has become the insistent question of the 
day. President Hazlewood, of the American Bankers Association, in 
this issue of the JOURNAL holds out to the bankers of the nation an 
opportunity to hear the answer evolved in the deliberations of the 
Annual Convention of the Association at San Francisco. His sum- 
mary of the wide spheres of thought and action to be explored dis- 
closes a range of discussion and deliberation that will leave no im- 
portant subject untouched. 


O proposal in the field of finance in recent 

years has so intrigued the interest of the 
world as the so-called super-bank, the Bank for 
International Settlements which is to be created 
under the Young plan for the settlement of Ger- 
man reparations. One appraisal of the sug- 
gested institution is given in this issue of the 
JOURNAL by Professor Gustav Cassel, of Stockholm, 
Sweden, who is equally well known in this country 
and in Europe as a financial economist. His view 
of the super-bank may be considered rather critical 
but it must be remembered that he is concerned 
more with possible policies than contemplated functions. 


é66¢.7RREGULAR Loans, Commonly Called Float,” 

is the way W. R. Morehouse describes his 
study of one of the most pressing of bank admin- 
istration problems. Just about a year ago through 
the columns of the JOURNAL this author amazed the 
banking world by his analysis of the losses sus- 
tained through unscientific methods of figuring in- 
terest on savings accounts. His inquiry into the 
leakage of profits through float is equally astonish- 
ing in the conditions discovered. 

How the float situation may be remedied is, of 
course, the question in the mind of the banker, and 
the article unhesitatingly answers the question. The progressive spirit 
in modern banking has never been better demonstrated than in the re- 
forms made during the past year in the adoption of efficient principles 
for figuring interest on savings accounts. It may well be that one of 
the high spots in banking progress during the coming year will be the 
results obtained in the elimination of losses on float. 


EPEATED reductions in Federal taxes have 
created an impression that the trend of taxa- 

tion is downward. Casual discussions of the sub- 
ject are usually from that point of view. Thornton 
Cooke, president of the Columbia National Bank, of 
Kansas City, Mo., holds an altogether opposite 
opinion in an article which challenges attention. 
He advances a theory, rather difficult to combat, 
that taxation is on the increase and must continue 


| MOORE'S SYSTEMS 


Keep your records 


easier with a 


MOORE BINDER 


OU can now keep all your records in 

an easy, simple, compact manner if 
you use a Moore’s Security 4-Post 
Binder. For this binderis DIFFERENT. 
It enables you to remove or insert 
sheets in a moment. It is low in cost— 
long in life. It operates more simply 
than any other binder on the market. 
Here’s how simply Moore’s Binders 
operate. Fust four quick movements and 
the record is complete. 


This is why over 300,000 concerns are 
using Moore’s Binders. They recognized 
the need for more efficient record-keep- 
ing. Moore’s Bindersfulfilled that require- 
ment and are now standard equipment. 

You too can increase the efficiency of 
your own organization by adopting 
Moore’s Methods. Write us today. Tell 
us your problems. We will be glad tohelp. 
Or use the coupon below. No obligation 
will be entailed by either action. 


140-Page Book of life-size 
Bookkeeping forms, com- 
pletely filled in to illustrate 
uses. Will answer your re- 
cord-keeping problems— 
office or factory. Book sent 
free when requested on 
business stationery. 


John C. Moore Corporation 

6019 Stone Street Rochester, N.Y. 

Gentlemen: Please send without obligation copy o! 
book illustrated. 
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MERGED 
m MAY 6, 1929 


Continuing Policies 


that Have Proved 


Successful in Serving 


Our Customers 


: ‘O our correspondents and customers the 
merger of the Guaranty Trust Company 


and National Bank of Commerce simply 


means a joining of forces for the continuance, 


on an enlarged scale, of policies of banking 
and service that have proved sound over this 


long period. 


Our ofhcers will continue to serve personal- 


ly those with whom they have heretofore 


dealt. Their opportunities for serving each 


account will be broadened, however, through 


wider contacts, increased facilities, and the 


cooperative use of accumulated experience. 


Guaranty ‘Trust Company 
of New York 


140 Broadway 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 


CapiraL, SurPLUs anp Unpivivep Prorirs MoRE THAN $185,000,000 
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to be so under what might be called the 
present standard of livirg of the cities 
and communities of the United States. 
Therefore he proposes that those who 
carry the burden of taxation must see to 
it that future levies are assessed under a 
system which recognizes the difference 
between ancient and modern attributes of 
wealth and breaks away from what have 
ecome habits of taxation. 


N increase in the rediscount rate of 

the Federal Reserve Bank of New 
York as a step in the direction of pro- 
viding more credit for the seasonal needs 
of business hardly seems a logical step. 
Yet W. M. Kiplinger in this issue ex- 
plains a new reserve system technique, 
that was responsible for the totally 
unexpected advance in the New York 
rate early in August, which pivots 
upon an apparent contradiction in the 
steps taken. His article brushes aside 
much of the mystery that usually 
envelops reserve system rate changes 
and permits of a clear insight into what 
is now proposed. Incidentally, this au- 


thor in an earlier issue of the Journal 
forecast that the next upward movement 
of rediscount rates would be by a full 
1 per cent instead of by one-half of cone 
per cent, a prediction which was borne 
out in August. 


THER nations 
frankly envy 
the United States 
its wealth of statis- 
tical material. To 
this factual knowl- 
edge that has made 
possible accurate 
forecasting of basic 
conditions to be ex- 
pected they at- 
tribute much of the 
source of American 
prosperity. Yet the average American 
banker or business man finds himself 
lost when confronted with the maze of 
figures made available by the reports 
of the government and other agencies. 
John H. Libby, a Washington econo- 
mist who has studied both in the United 
States and Europe, describes new meth- 
ods of long range forecasting that are 
being perfected to provide for the 
smaller business interests the same 
statistical advantages that are now pro- 
vided for entire industries on a national 
scale. 


HE fertile fields 

of the Yazoo 
Valley are Middle 
West farms washed 
down by the Missis- 
sippi River. That 
hardly sounds like a 
serious statement of 
fact, yet in this is- 
sue Dan Scoates, an 
agricultural engi- 
neer and in charge 
of the agricultural 
engineering department of the 

Agricultural and Mechanical 


and 
Texas 
College, shows how erosion is eating 
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away the productive soil of vast areas 
of farm lands. 

All too frequently this washing away 
of the soil means the disappearance of 
the security for a bank loan. Con- 
sequently soil erosion is a banking as 
well as an agricultural problem, which 
fortunately can be combated in a prac- 
tical fashion. 


ESPITE the 
passage of farm 
relief legislation by 
Congress and_ the 
creation of new 


Federal machinery | 


for aiding the 
farmer no one be- 
lieves for a moment 
that all the ills that 
beset agriculture 
have been swept 
away. Most people 
realize that the average farmer must 
rely upon his own community for an 
intelligent helping hand. 

How practical farm aid is being 
provided for farmers in one section of 
the country is described in this issue by 
C. W. Wilkins, who has been a country 
banker all his life. His article hits at 
one of the roots of the agricultural ques- 
tion and raises the seemingly unanswer- 
able question of why a farmer who can 
buy all sorts of manufactured goods on 
the instalment plan should not be able 
to buy his livestock—cattle, sheep and 
pigs—in the same way and pay as they 
multiply. 


MERICAN industry has gone adven- 
turing into foreign lands. The 
enthusiasm with which American manu- 
facturing interests establishing 
branch factories abroad has produced a 
movement which has assumed the propor- 
tions of an economic migration. “Emi- 
grants of American Industry” in this 
issue, by George E. Anderson explains 
the reasons for this movement and 
where it fits into the general economic 
picture. He also dispels some of the 
fears that have been felt lest this trend 
react unfavorably upon domestic busi- 
ness conditions. 


Hit# call money rates and a large 
volume of loans to brokers are now 
familiar concomitants. Expanding brok- 
ers’ loans and contracting bank deposits 
constitute a new phenomena in this period 
of nation-wide trading in securities. It 
is moreover a phenomena that is perhaps 
of even greater concern to the banks 
than the various credit restriction poli- 
cies that have been employed from time 
to time by the Federal Reserve System. 
“Brokers’ Loans and Bank Deposits,” by 
Henry E. Sargent, in this issue discloses 
the relation between the level of deposits 
and the volume of call loans by non-bank- 
ing interests. As yet the situation is 
without serious consequences, but the ar- 


ticle shows where the new trend may 
lead. 


100 Broad Street 


Please mention this issue of American Bankers Assn. Journal 
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More Profits 


in New York 


Here are a few definite practical suggestions for increas- 
ing profits in the metropolitan territory. 


Cut your costs— 


an obvious way to increase profits. Especially worth 
while in so big a market. But what costs can be cut? 
Receiving, storing and handling goods in New York will 
probably cost you much less if you have Bush Distribu- 
tion Service do it for you. 


Increase sales efficiency— 


let your salesmen concentrate on the job they know. Free 
them from the distraction of stock and delivery problems. 
Let Bush Distribution Service have that task, which is one 
they know. 


Increase prestige and good-will 
for your product— 


Spot stock at Bush will do away with dealers’ complaints 
about slow deliveries—will actually make them contented 
and enthusiastic over the sure, steady flow of goods 
as wanted. 


Guard against substitution— 


with Bush Service bringing your product to them 
promptly and surely, dealers will not substitute to your 
disadvantage. Perhaps your goods will be substituted for 
competing products when yours are always in stock. 


A booklet telling how other manufac- 
turers have been helped by Bush Distri- 
bution Service—just ask on your busi- 
ness letterhead. If you describe your 
product and your method of sales, this 
booklet will be supplemented by a Bush 
Service letter telling specifically what 
Bush can do for you. 


BUSH DISTRIBUTION SERVICE 


Bush Terminal Company 


New York, N. Y. 
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My money 


1s ruined 


Thus exclaimed a young lady who 
recently arrived in New York from 
Pittsburgh. She was bound for 
Europe, her steamer was soon to sail 
but she had unfortunately left her 
Travelers Cheques at home. 

Astranger in a strange city it seemed 
that her trip would be ruined—until 
she went to the American Express— 
and then things began to happen. She 
was advised to telephone her home 
in Pittsburgh and arrange for some 
one to take her cheques to the local 
American Express office. The Resi- 
dent Manager there, realizing the 
urgency of the matter, telephoned to 
the American Express headquarters 
at 65 Broadway, New York, that he 
had received the cheques. The young 
lady established the necessary identi- 
fication and new cheques were issued 
to her immediately. She caught her 
steamer, thankful to the organization 
back of American Express Travelers 
Cheques and grateful to the bank 
which recommended the sky-blue 
travel currency. 

Bankers know the story of Ameri- 


can Express refund service but this 
particular transaction, though un- 
usual, happily illustrates one of the 
unique service advantages of Amer- 
ican Express Travelers Cheques. 
There are more than 26,000 
Express offices throughout the 
United States and Canada forming 
a network of near-at-hand service 
stations always ready to assist 
your clients who carry American 
Express Travelers Cheques. 


ERICAN 
EXPRESS 
Uravelers cheques 


Steamship tickets, hotel reservations, itineraries, 
cruises and tours planned and booked to 
any part of the world by the Ameri- 
can Express. Travel Department 


When writing to advertisers please mention the American Bankers Association Journal 
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The Prospect of the Super-Bank 


By GUSTAV CASSEL 


Dangers Seen in Creation of International Bank Under Young 
Plan. Fundamental Conditions May Be Obscured in the Public 
Mind. No One Knows What Influence Will Control Institution. 
Scheme Considered Unnecessary to the Economy of the World. 


HE proposal of the Young Com- 

mittee to create a “Bank for 

International Settlements” has 

its ultimate roots in several dif- 
ferent lines of thought which have been 
prominent in the post-war discussion of 
international finance. If we want to 
form a judgment of the importance of 
the new project we should do well to 
examine first these underlying ideas; 
find out what is their true value and 
what influence they have had on the 
formation of the Young plan for an 
international bank. 

First, then, there is the natural en- 
deavor as far as possible to free the 
German reparations payments from 
their political character and create a 
machinery for their fulfillment as ordi- 
nary commercial transactions. The 
Dawes plan took important steps in that 
direction, but it was obviously necessary 
to go further and hand over the whole 
machinery of reparation payments to an 
institution that could become a natural 
link in the world’s normal financial or- 
ganization. That the name and char- 
acter of an international bank should be 
given. to this institution was hardly 
equally necessary but may be justified 
by the great amount of banking trans- 
actions that such an institution would 
necessarily have to carry out. 

The fundamental question how far 
the reparation claims may be freed of 
their political character must always 
ultimately depend on their being reduced 
to figures that will make their payment 
commercially possible. If this is the 
case the problem of finding the suitable 
machinery for carrying through the 


A New Cog 


HE eminent Swedish 

economist whose views 
are presented here con- 
siders the Bank for Inter- 
national Settlements pro- 
posed by the Young Plan 
rather as a new cog in the 
machinery of world finance 
than as a final means for 
the settlement of inter- 
national problems of money 
and credit. He insists that 
the initiative which has 
made possible the stabilized 
conditions that have re- 
placed post-war confusion 
always must keep abreast 
of each world movement to 
guarantee success. 


— 
— __— 


actual payments is a technical question 
not involving any serious difficulties. 


Mobilization Impossible 


N the other hand, if reparation 
claims go beyond real economic 
possibilities, no technical organization, 
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however skillfully thought out, can 
secure an undisturbed fulfillment of the 
payments. The value of the proposed 
international bank as an instrument for 
solving the reparations question has to 
be judged in the light of these indis- 
putable truths. 

The second line of thought which has 
led up to the present proposal is the idea 
that reparation claims ought to be 
“commercialized” and “mobilized,” that 
is to say, transformed into ordinary 
commercial debts to private investors 
spread over the whole world. For every 
one with any real knowledge of the 
world’s financial markets, it was clear 
enough from the beginning that such a 
mobilization of the immense reparation 
annuities was absolutely impossible. 
Even under the most favorable circum- 
stances an international loan on the 
security of German reparations could 
not be arranged, for a sum above one 
single ordinary Dawes plan annuity. 


Each Must Act on Its Own 


UT insufficiency of available funds 

is not the single obstacle. The 
chief creditor countries, France and 
England, are incapable of receiving any 
money raised abroad and would have 
to invest such money abroad. Thus, 
from the point of view of international 
payments the whole transaction would 
be largely unnecessary and, in addition, 
probably very expensive. 

A mobilization of reparation claims 
may, however, be carried through as an 
interior business of a creditor country. 
It may sell German obligations to its 

(Continued on page 262) 
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The Case for Character Loans 


By HOWARD HAINES 


Vice-President, The First State Bank, Kansas City, Kansas 


Small Loan Departments Prove Success Both in United States 
and Europe. Orderly Liquidation Provided by Plan Which Also 
Encourages Savings Habit. Capable Personnel Required to Get 


Best Results. 


ORE than 50 per cent of the 
banks of this country are both- 
ered with small loans—accom- 
modations they label them— 
which sap profits to an alarming extent. 

The Clearinghouse Section of the 
American Bankers Association in their 
booklet number two on bank manage- 
ment, a most interesting and valuable 
study, says: 

“In one Middle Western bank, one-half 
of the loan lines absorb one per cent of 
the dollars. To put it more bluntly, the 
loaning officers and employees are giving 
half of their time in loaning out one per 
cent of the bank’s funds.” 

These percentages, of course, are the 
exception rather than the rule, but with- 
out question the small loan dilemma is 
now, and has been for some years, con- 
fronting the average banker. 


Profits Were Negligible 


A*®: LOUIS cashier recently con- 
ferred with me in regard to the 
proper installation of an individual loan 
department. He told me he had more 
than 2,000 borrowers, good customers, 
whose loans average only $75 each. He 
admitted the profits 
were negligible. When 
he deducted the final 
cost of collection and 
liquidation there could 
be no profit and prob- 
ably some loss. The 
solution for his prob- 
lem was offered by the 
recent development of 
a special department 
for the making of 
such loans. 

Of the 105 banks in 
the United States and 
Europe who have 
opened character loan 
departments for the 
purpose of added in- 
come and constant li- 
quidation of formerly 
excessive small loans, 
we find almost a uniform admission of 
successful operation. The departments 
are referred to as character, industrial 
or personal loan plans. Any of these 
classifications refer to loans of from $25 
to $2,000 or more, depending on the bor- 
rower’s ability to repay in equal monthly 
installments—a class of loans which 
draws some additional customers to 
banks who are now advertising the new 
development. 


In order to illustrate the advantages 
and perils of the small loan department 
as clearly as possible, let us imagine that 
we have actually installed the system and 
are making our first loans. 

The first general 
advantage we are 

going to notice 
is that we may 
begin an imme- 


AE 
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Worthless 
Diamonds 


diate transfer of many of our smail 
loans to this special department. Here 
is Mrs. Glenn coming in now. She has 
been borrowing $50 from us for sixty 
days and renewing the note regularly 
for the last two years. It’s an easy 
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General Economic Benefits Seen in the System. 


matter. We say: 
“Good morning, Mrs. Glenn! 
you today?” 
“Oh, all right, I suppose.” This is her 
usual tone. “It seems like John and | 
never have any luck—if it isn’t 
one thing it’s two—I guess we 
will have to renew that note 
again, Mr. Stone, if it’s all 
right.” 


How are 


Without Friction 


OU knew this was coming, 

so you are all set. 

“Certainly, Mrs. Glenn; 
we’ve just installed our new 
personal loan department and 
from now on we will handle all 
our small loans under that 
plan. We believe you will find 
it much more convenient. Let 
me introduce you to Mr. Per- 
kins, who is going to handle 
this for us.” 

The outcome is that without 
friction Mrs. Glenn’s loan is 
renewed with a deducted dis- 
count considerably larger than 
has been received in the past 
and her loan is made payable 
monthly. The bank 
has introduced that 
highly important fac- 
tor into its small loan 
transactions — liquid- 
ity. Also it has cen- 
tralized the many de- 
tails connected with 
the small loans in one 
department and there- 
by relieved the other 
officers of this work. 


NotaPawn-Shop 


N regard to all new 

borrowers, a bank, 

of course, is going to 

require that they fill 

out fully its applica- 

tion blank, which 

will be comprehensive 

enough to give an idea 

of their past credit 

record. While speak- 

ing of applications we may mention that 
there are going to be from 25 per cent to 
50 per cent of the applications on which 
loans will not be made, although a New 
York bank reports that they approved 

(Continued on page 270) 
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Soil Conservation and the Banker 


By DAN SCOATES 


Head, Agricultural Engineering Department, Agricultural Mechanical College of Texas 


Soil Erosion is Pictured as Wastage of Valuable Collateral. 
Water Sometimes Washes Away Mortgages as Well as Farms and 
Banks Are Left with Worthless Lands. Problem a National One 
Not Limited to the South. Terracing Gives Best Protection. 


NE day during the war I was 
talking to George R. James 
down in Mississippi and he 
made this statement: 

“You know, Scoates, if I had my way 
I would pass a law, making it as strong 
as I know how, to make these farmers 
terrace their lands and prevent the soil 
from washing down to the sea.” 

I agreed that it would be a fine thing 
to do. But we could not do it or we did 
not do it because this is a free country 
and if a man wanted to let his farm 
wash down on the land of some one else, 
or even down to the sea and stop up the 
rivers and streams on the way down, 
that is his own business. 

We are slowly waking up to the fact 
that maybe this is not only each man’s 
little problem; perhaps we should be con- 
cerned, 


Washed to the Ocean 


| be has always been a source of wonder 
to me that the banker has not seen 
the light sooner than he has; particularly 
when he held a mortgage on a farm and 
that farm needed terracing or some other 
method of soil conservation. The banker 
sat idly by while the farmer allowed his 
farm to be washed to the ocean. No 
effort was made to require the farmer to 
prevent soil wastage to protect this col- 
lateral. Many a banker has awakened 
too late, only to find that he does not 
have the farm he mortgaged. All he has 
is the place where the farm once was. 

I believe that the Federal Farm Loan 
Bank, Houston, Texas, was the first bank 
really to see the light. A clause was put 
in its deed of trust which required the 
borrower to terrace his land, if neces- 
sary, to prevent soil erosion; otherwise 
the loan was called. Take care of the 
collateral or pay the money—fair 
enough. The following is the clause to 
which I refer: 


“It is agreed that during the term of this 
loan the land herein described shall be at all 
times fully protected from deterioration by 
washing or lack of drainage, by the con- 
struction and maintenance of reasonable, 
proper and adequate terracing and drainage, 
and, if at any time during the period of this 
loan, such terracing and drainage is not con- 
structed and maintained as will fully protect 
said land from deterioration, of which fact 
THE FEDERAL LAND BANK OF HOUSTON 
is to be the sole judge. the said Bank may, at 
its option, declare the entire indebtedness 
oom hereby immediately due and pay- 
able.” 


Some people have the idea that this 
soil erosion problem is all a trouble that 
is peculiar to the southern part of the 
United States. That is all wrong. 


Via the Mississippi 


TT. fertile soils of the 
Yazoo Valley in Missis- 
sippi are farms which have 
moved down via the Missis- 
sippi River from Iowa, 
Illinois and other North 
Central States says the 
author of this article in 
emphasis of the broad 
scope of the problem of soil 
erosion. He offers a con- 
crete illustration of what 
banks can do to insure ade- 
quate protection for the 
soil of farms upon which 
they lend money which is a 
contribution not only to 
banking but to the ever 
pressing question of prac- 
tical flood control. 


Farms Which Have Moved 


LARGE area of the United States is 

undergoing soil erosion. The trouble 
with it is, that as a general rule it is not 
as noticeable in other places as it is in 
the South and hence they do not think 
this is a problem belonging to other 
parts of the country. They wonder why 
they have declining yields of crops each 
year and blame the weather and other 
things which cannot be controlled instead 
of the real difficulty. The fertile soils of 
the Yazoo Valley in Mississippi are farms 
which have moved down via the Missis- 
sippi River from Iowa, Illinois and other 
North Central States. 

The magnitude of our soil losses can 
best be shown by the large amount of 
silt carried by our rivers. The Mississippi 
River transports annually into the Gulf 
of Mexico over 406,000,000 tons of silt. 
The Potomac River empties annually mil- 
lions of tons of silt into the Atlantic. 
Blaney and Fortier are authorities for 
the statement that in the Colorado River, 
which runs through Colorado and down 
into California, and on which the Boulder 
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Dam is to be placed, and which has a 
drainage basin as large as the state of 
Texas, is carrying away annually over 
253,000,000 tons of silt. 


Checking Up the Losses 


ETTING these soil losses down to an 

acre basis where perhaps one can 
visualize them better, let us see what has 
been done to check up on the soil losses 
of small acreages. 

The Texas Agricultural Experiment 
Station has been doing some work at its 
branch experiment station located at 
Spur, Texas, to determine the amount of 
soil erosion as well as the losses in crop 
production due to loss of runoff water. 
The annual rainfall in this territory is 
approximately twenty-two inches per 
year. It is therefore a place where mois- 
ture is one of the large limiting factors 
in crop production. The first year they 
initiated their experimental work, it was 
discovered that they were losing soil at 
the rate of forty-one tons per acre on a 
piece of naked land which had a fall of 
two feet in 100 feet. This was relatively 
flat land. The rainfall that washed this 
soil away was twenty-seven and one-half 
inches. 

The Spur experiment is not alone in 
showing results of such a large amount 
of soil washing. The University of Mis- 
souri has been doing some of the same 
kind of work and on an uncultivated 
plot, kept clear of weeds, they lost on 
the average for six years, 34.6 tons per 
acre. The slope of this land was 3.6 feet 
per hundred feet and their mean annual 
rainfall was a little more than thirty- 
five inches. 

This type of soil washing is sheet ero- 
sion and planes off the surface of the 
land. It goes on in such a way as not 
to be noticeable. 


Crops Prevent Erosion 


we average person looking over this 
land would not appreciate the amount 
of soil washing which takes place. How- 
ever, if one observes the streams which 
drain these lands, it will be noticed that 
considerable silt is being carried. This 
silt must come from some place. 

The problem which confronts us is how 
to stop this soil erosion. There are a 
number of ways to assist materially in 
reducing it. The amount of humus in the 
soil has a direct bearing on the problem 
because humus absorbs water readily 
and does, therefore, build up the water- 
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Water flowing in a Mangum terrace 


absorbing capacity of the soil. However, 
humus in our soils is usually in the upper 
or surface section and this is the first to 
wash away. When this is gone, the soil 
is more readily washed. 

Crops have a very decided influence 
on the prevention of soil erosion. This 
has been proved over and over again by 
experiments. It was found at Spur, as 
well as at the University of Missouri, 
that sod land allows very little washing. 
It also holds the water. 


The Proper Terrace 


HE best known way of preventing 

erosion is by the use of terraces. 
There are a number of different kinds of 
terraces. There is the bench terrace 
which is a series of steps and is employed 
largely for the landscaping of homes and 
on farms of very steep slopes in the Ori- 
ent. It is used to some extent in the 
southeastern part of the United States. 
It is not a desirable terrace for agricul- 
tural purposes because it will not allow 
the use of modern farm machinery, a 
very necessary adjunct to any farm in 
this day when the man in agriculture 
must accomplish the most possible in the 
shortest time. 

The ridge terrace is best if properly 
constructed. The narrow or “razorback” 
type of ridge terrace, which is eighteen 
inches to two feet high and four or five 
feet wide, is not a desirable one. It is a 
drawback to modern farm machinery, 
grows up in weeds, and is easily broken, 
which results in gullying wherever the 
break takes place. 

The proper terrace to construct is the 
broad ridge terrace known as the Man- 
gum terrace. This terrace is from fifteen 
to twenty-four inches high and from 
twenty to thirty feet wide. Crops are 
planted on the terrace ridge the same as 
they are in the rest of the field. There 
is no waste space. 


A Two-Fold Mission 


i her mission of this terrace is two- 
fold; first, to prevent the water from 
flowing so fast across the field that it 


will wash the soil away. The carrying 
capacity of water varies directly with 
its velocity. The idea then is to slow up 
the water which runs off and not allow 
it to erode the soil. 

The second mission of this terrace is to 
hold the water on the land as long as 
practicable in order that the soil may 
absorb as much of the water as possible. 
This mission of the terrace is not gen- 
erally appreciated at the present time. 
It, however, is becoming better under- 
stood, particularly as results of research 
work along this line become available. 
As an indication of this, it was discov- 
ered at Spur that on land which had no 
terraces or other obstructions to hold 
the water, they secured a yield of 646 
pounds of seed cotton in 1927 and 156 
pounds of seed cotton per acre in 1928; 
while on land which was dyked and no 
water allowed to run off, the yield was 
753 pounds in 1927 and 586 pounds in 
1928. Of course this was in a territory 
where water is a larger limiting factor 
than in some other sections of the coun- 
try but farmers are reporting similar re- 
sults from terraced and unterraced lands 


in other sections of the country when 
they have taken the time and trouble ¢ 
investigate the matter. 

Many places have droughts or period 
deficient in moisture during the growing 
season when crop yield would be mat: 
rially increased if they had stored up in 
the soil sufficient moisture to carry then 
through that period. 


Laid Off With a Level 


HE construction of the terrace is re|- 

atively a simple matter and can by 
done with a plow and slip scraper or it 
can be done more quickly with a smal! 
road grader or a regular terracing ma- 
chine. These terraces are laid off with 
a level and it is not a very difficult job 
to do. 

Recent years have seen an ever in 
creasing building of terraces on th¢« 
farms; particularly is this true of the 
South. There seems to be a realization 
of the need for such work in this section 
of the country and the agricultural 
agents have been pushing it strenuously. 

As has been mentioned, the Houston 
Federal’Farm Loan Bank took an inter- 
est in this work and appointed A. K. 
Short as conservation and _ terracing 
agent. Mr. Short gives the following as 
the plan of his work: 

“Briefly, our plan to put over a con- 
structive conservation program is: In 
the deed of trust, signed by the borrower, 
it plainly prescribes that he will terrace 
and keep in repair all terraces, on roll- 
ing farm land. Through training schools 
conducted by the farm engineer of the 
A. & M. College Extension Service, and 
the county agents, we expect to train 
men in each county to become qualified 
to run farm levels and construct terraces. 
Then by cooperating with the farmer, 
and all agencies interested we expect to 
encourage the terracing of all rolling 
farm lands and insist that the borrowers 
from this bank terrace such lands.” 

The Extension Farm Engineer io- 
gether with the county agents and 
Mr. Short, have held a large number of 
meetings in various parts of the state. 

(Continued on page 264) 
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Letters to Branch Managers 


Problems of Fifteen Years Ago Show that Although Externals 


Have Changed, the Basis of Banking Remains the Same. What to 
Do to Keep Borrowing Customers Out of BadjHabits. The Need 


HE quickened pulse of the busi- 
ness world in the post-war years 
and the rapid-fire changes which 
have become the order of the day 
in both business and banking have 
tended to obscure the fact that while ex- 
ternals have altered, fundamentals are 
the same. Good business methods and 
sound banking principles are no differ- 


ent from what they were ten or fifteen 
years ago. 

In this selection of Mr. Powell’s let- 
ters the problems of the anxious years at 
the outset of the World War stand out 
in marked similarity to the conditions 
which the banker of the present must 
face, particularly in the country districts. 
The letters discuss ways and means of 
banking under the difficulties of a trou- 
bled era, but they are no makeshift 
methods. They are the exposition of the 
art of banking. 

The series presented here covers prac- 
tically three years. Hence they can only 
give the highlights of a continuing pol- 
icy which clearly indicates itself. 


‘‘Keep Your Nerve’’ 


6 ECEMBER 8, 1914.—It has been 

a pleasure to the directors to see 
the number of property statements that 
some of the branches have already ob- 
tained from their customers this early 
in the season. The directors like to 
check over the standing of the different 
customers, as you can readily see that 
this is about the only check they have 
on the business, not knowing any of the 
customers personally. It would seem to 
me that it would be a very simple mat- 
ter in renewing a line with a customer, 
which you are practically certain will 
have to be carried for some time, to get 
the property statement at that time. 
Later on, it may be more difficult to get 
them in. I think it is largely a matter of 
education and should be a point to be 
worked towards by all branches. I 
hardly see how a manager can properly 
judge his business and customers with- 
out taking these statements and see- 


for Nerve in Banking. Some Irritations in Lending on Wheat. 


ing whether a man is making progress 
or not. 


667 ANUARY 21, 1915.—I think from 

J now on you will have to keep your 
nerve up to avoid taking on paper which 
will overload us before the season is 
over. Some customers are entitled to 
accommodation and should be looked 
after. Some have already had more ac- 
commodation than they are entitled to. 

“It will be up to you to do the culling 
largely, as you are on the ground, but 
remember that before another fall money 
is not going to be plentiful. We had 
large reserves at the end of the year and 
are still stronger than ever before, but 
we have sacrificed profits in order to be 
in this position and thus be sure to 
come through without any difficulty dur- 
ing the year. 


They Never Subtract 


66Q.EPTEMBER 10, 1915.—Applica- 

tions are already beginning to 
come in from farmers for money with 
which to pay their floating debts and 
enable them to hold their wheat. While 
some of the farmers are in a position to 
hold their wheat and are entitled to 
credit to a certain extent to assist them 
in this line, still most of the farmers 
should sell at least enough to pay up the 
bank and their running expenses, rather 
than speculate on still more borrowed 
money. The banks have furnished 
money to most of these men with which 
to produce this crop, and now that it is 
produced, we are certainly entitled to 


payment out of what we have assisted 
in producing. 

“Our experience in advancing money 
to the ordinary man for the purpose of 
holding his grain has not been very sat- 
isfactory where the man borrowing has 
quite a number of other obligations out- 
side the bank, The borrower is general- 
ly pressed from all sides for payment, 
and to relieve the pressure he hauls out 
a load now and then to pay someone, at 
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least part of what he owes him, or to 
buy something which he quite badly 
needs. He never thinks to subtract this 
amount from the total number of bushels 
put into the bin, and in the spring he 
usually comes to the bank with the story 
that he did not have as much wheat as 
he thought, and, although he is sorry, 
still he can see nothing except for the 


bank to carry him until fall, and on top 
of this he will want still more credit 
with which to produce another crop. 

“The bank in these cases is largely in 
the position of a man loaning money on 
collateral and then passing the collateral 
back to the borrower and telling him 
when he collects it to bring in the money 
and pay up his note. Some men would 
do this in a satisfactory and conscien- 
tious manner, but it is never a good 
practice, as people will not always ceal 
in a businesslike manner. 


Pay Up or Square Up 


66 OVEMBER 13, 1916.—I have just 

been comparing our consolidated 
bank statement for the end of October 
with the one for the end of September. 
There are two points which stand out in 
a marked way on the later statement: 
one, the larger increase in deposits; the 
other, the slight decrease in bills re- 
ceivable. There seems to be a class in 
nearly every branch that has a lot of 
surplus money and is depositing it, and 
yet the borrowing class does not seem 
to be paying the bank any money, other- 
wise our bills receivable would be run- 
ning down. There was a reduction of 
only about $60,000 in a month on a mil- 
lion and a quarter of bills receivable. 
This seems peculiar. 

“We are very long on cash and are tak- 
ing on outside quick investments to take 
care of our surplus, but this should not 
blind our eyes to the ‘correct princi- 
ples of banking, that is, that satisfactory 
settlement should be made each year by 
all borrowing customers. If we do not 

(Continued on page 267) 
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riai LOOK back,” said an old 
aq banker, “to the first years 
are I spent as an employee in 

SRE SS) 2 business house and later 
in a bank. 

“T used to think of some of my 
early employers with bitterness and 
with contempt for I felt that they 
had unduly profited by my labor. 

‘When I ‘hired out’ to a merchant 
in our small 
city I was the 
rawest of raw 
material but 
I worked 
willingly. 

Though my 

employer 

used me like 

a horse I 

never shied at 

a piece of 

paper and ran 

away—as 

horses do. I 

might have 

been paid 

more, yet per- 

haps I re- 

ceived what was then the prevailing 
rate. But as the years rolled by and 
I assumed more responsibility and 
more work and eventually was carry- 
ing as much of the burden as was the 
proprietor himself, even then I was 
only receiving what is in these days 
about the salary of an office boy in a 
big city. 

“Transferring to banking was like 
beginning all over again and there 
were long lean years before light 
began to break. 

“Time and reflection now have re- 
vealed to me the value of my lean 
years. They trained me down, de- 
veloped capacity for work, the habit 


of caution, the ability to accept re- 
sponsibility. 

“Tn those early times the vehicles 
that I knew most about were deliv- 
ery wagons and wheelbarrows, but 
now as I read the papers day-by-day 
and observe what is going on I thank 
God for the wheelbarrow, humble, 
lowly and contemptible as any young 
man may regard it. 

“Then my simple pleasures gave 
me as much enjoyment as the popu- 
lar pastimes of today, and helped to 
develop, instead of retarding me. 

“Even if 
I could I 
would not ex- 
change that 
early life ex- 
perience for 
anything that 
is obtainable 
today by a 
young man, 
for while 
none of us 
had all that 
we wanted, 
everyone had 

all that he needed. 

“It is as if the years had held 
much in trust for me; time has paid 
me all. 


~ AN D so looking back I now am 
glad to write against the mem- 
ory of my old employers ; against the 


hard long years; against the poor 
community that I loved, and love 
still :— 


“Received payment in full.” 


September, 1929 
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HE vast increase in the invest- 

ment of American capital in in- 

dustrial undertakings in other 

countries, which has been an 
outstanding feature of the international 
movement of capital in the past two or 
three years, is causing spasms of alarm 
on both sides of the Atlantic. Several 
months ago a British electrical 
concern developed something 
like an international investment 
scandal by an attempt to limit 
its ownership and control to 
British stockholders. The at- 
tempt raised such an interna- 
tional outcry that ultimately it 
failed, but it was so sympto- 
matic of a fear shown by 
British, French, German and 
other European industrialists of 
American control that its signi- 
ficance is not to be overlooked. 

On this side of the Atlantic 
the American Federation of 
Labor has viewed with alarm 
what it terms an _ increasing 
movement of American manu- 
facturers to establish factories in other 
countries for the purpose of manufactur- 
ing goods to be imported into the United 
States in competition with goods of 
American manufacture and often as 
substitutes for the American products. 
As a matter of fact there is very little 
occasion for worry on the part of either 
side of the international frontiers. 

It is perfectly true that American cap- 
ital has come to secure control of a con- 
siderable number of foreign manufactur- 
ing concerns, public utilities, foreign 
mines and trading companies, but it like- 
wise is true that foreign capital for years 
has had control of many American enter- 
prises of the same sort and usually such 
control has been to the advantage of all 
concerned. On the other hand, the num- 
ber of branch factories established 
abroad for the purpose of manufacturing 
goods for shipment to the United States 
is very small, and in every case such con- 
cerns rest upon exceptional conditions. 


Speaks for Itself 


S to the extent of and the accelera- 
tion in American investments in in- 
dustrial enterprises abroad there is no 
question. Few definite totals in estimat- 
ing the extent of the movement are 
known, but a great many items going to 
make up such totals are well known, and 
the effect of the movement speaks for 
itself. Twenty years ago it was esti- 


Emigrants of American Industry 


By GEORGE E, ANDERSON 


Fallacies Seen in Widespread Alarm Both Here and Abroad at 
New Policy of American Manufacturers in Establishing Large 
Branch Factories in Foreign Countries. 
Nor Other Nations Expected to Feel Any Uneconomic Results. 


mated that $350,000,000 of American cap- 
ital was invested in industrial plants in 
other countries. It is now estimated that 
$2,500,000,000 of American capital is 
invested abroad in some way or degree 
to participate in industrial and similar 
undertakings, excluding foreign private 
loans. Of this, $500,000,000 is estimated 


to be invested in manufacturing plants 
in Europe wholly owned or controlled 


by American capital. In Canada, it is 
estimated that American investments in 
industrial concerns include $147,000,000 
in the metal industries; $409,000,000 in 
other miscellaneous industries; $444,- 
000,000 in the paper pulp industry, and 
$153,000,000 in mining. There are con- 
siderable industrial investments in Cen- 
tral and South America and in the Far 
East. 


Faced With Difficulties 


Alt these figures are estimates, mostly 
by the Finance and Investment Divi- 
sion of the Department of Commerce, 
based upon known items. It is difficult not 
only to ascertain the totals of such invest- 
ments, but also difficult to exactly clas- 
sify them. Whether meat packing plants 
in the Argentine, for example, are to be 
included as industrial concerns is a ques- 
tion. Besides these direct investments it 
is estimated that $1,500,000,000 of Amer- 
ican capital is invested in corporate se- 
curities abroad which includes $300,000,- 
000 in manufacturing industries, $350,- 
000,000 in public utilities, $125,000,000 in 
railways, $100,000,000 in steamship lines, 
and so on. The net increase in such di- 
rect American investments abroad in 
1928 is estimated at $328,000,000. The 
increase in France alone for the first 
six months of the current year is placed 
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Neither this Country 


at about $50,000,000—a significant gain. 

In actual manufacturing the list is a 
long one, embracing in fact nearly all 
the principal lines of American indus- 
trial products. The development of 
American automobile factories abroad 
has been the most striking feature of 
the movement and has been especially ac- 
celerated in the past two or 
three years. The establishment 
of Ford factories in Great 
Britain, Germany, France and 
other northern European coun- 
tries has been followed by the 
General Motors Company es- 
tablishing plants or buying local 
concerns—the purchase of the 
Opel factory in Germany, the 
reported purchase of Citroen in 
France—all such transactions 
indicate the trend. 

But the automobile industry 
is only one industry, while 
similar expansion has been go- 
ing on in almost all other lines 
—the Singer Sewing Machine 
Company, the Worthington 
Pump and Machinery Company, the In- 
ternational Harvester Company, the 
Goodyear Rubber Company, the Western 
Electric Company, the General Electric 
Company, the Westinghouse interests 
and so on are but a part. The move- 
ment ranges from the largest ma- 
chinery to shaving soap, tooth brushes 
and chewing gum. Even important 
French dress-making establishments 
have fallen into American control. It is 
a general movement because it is 
founded upon economic principles. 

The prime consideration in the estab- 
lishment of American factories abroad is 
to secure or hold a trade which cannot 
be secured or held, at least to advantage, 
in any other way. Normally all Ameri- 
can manufacturers would prefer to do 
their manufacturing in the United States, 
where their plants and organizations are 
already established and where superin- 
tendence, control and management can 
best be exercised. But so soon as Amer- 
ican manufacturers enter a foreign field 
they are at once faced with difficulties. 


Even Climate Plays a Part 


HERE is, first of all, foreign tariffs 

to be overcome, and few foreign tar- 
iffs are low enough to be of small mo- 
ment. There are also the handicaps of 
ocean freights, foreign credits, the ex- 
pense of foreign agencies, national pride 
and prejudice in favor of domestic prod- 
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ucts to be overcome. In some lines of 
manufacture it is found that other coun- 
tries have special advantages in the way 
of cheap raw materials, while in other 
lines even climate plays an important 
part. The result is that when the limit 
of expansion of their exports from the 
United States is reached in the face of 
such difficulties they commence to avoid 
the difficulties by exporting parts in- 
stead of finished machinery or 

partly manufactured products 

instead of the finished products, 

usually by reason of the fact 

that tariff rates on such partly 
manufactured goods are lower 

than the rates on the finished 
products. The next step is the 
manufacture of the entire prod- 

uct abroad. 

A second consideration in the 
establishment of such American 
factories abroad lies in the de- 
pendence of some American 
industries upon foreign raw materials 
or semi-manufactured products—chemi- 
cals, intermediates, dyes and all sorts 
of products required by American manu- 
facturers who find it advantageous to 
establish their own factories to insure 
a stable supply of dependable prod- 
ucts at as low a price as_ possible. 
All such products would be manufac- 
tured abroad in any event; the only ques- 
tion is as to whether their ownership is 
American or foreign. 

There is a third considerable class of 
such American industrial concerns 
abroad which represent direct investment 
for profit without regard to their rela- 
tion to American trade and industry. 
American ownership is purely incidental. 
There is also a very limited class of such 
industrial concerns established primarily 
for the purpose of manufacturing goods 
for export to the United States. 


The Wonder of It 


HERE are several fallacies in connec- 

tion with much that is said in regard 
to manufacturing in various countries. 
First among these is the general impres- 
sion that the United States by reason 
of its high priced labor is not able to 
compete with other countries possessing 
what is commonly referred to as “pauper 


labor.” The fact of 
the matter is that in 
nearly all lines of 
manufacture, particu- 
larly in the great in- 
dustries in the United 
States, the labor cost 
is usually less than 
the labor cost in the 
same goods in other 
countries. Amer- 
ican organization, the 
use of power machinery 
and high technical 
training make this pos- 
sible. 

Where other coun- 
tries can manufacture 
goods more. cheaply 
than they can be manu- 
factured in the United 

States, it is nearly always because they 
possess some special advantage in such 
manufacture other than the labor ele- 
ment. It is a very exceptional case 
where a factory is established abroad for 
the manufacture of goods for export to 
the United States. 

For years American watch manufac- 
turers have maintained factories in 
Switzerland for the manufacture of 
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watches for export to the United States 
as well as to the Orient and South Amer- 
ica. Herein advantage is taken of low 
priced hand piece labor trained in the 
manufacture of watch parts which exists 
in Switzerland to a greater extent than 
in any other country. It has always been 
realized that if the American concerns 
did not establish and maintain such fac- 
tories other Swiss factories would take 
the trade. The same has been the case 
with several American 
established hardware 
concerns in Germany. 
Such factories. have 
manufactured hard- 
ware in Germany for 
export to the United 
States, well realizing 
that if they did not 
manufacture it Ger- 
man owned establish- 
ments would do so. 

The much touted re- 
moval of a jute factory 
from Maine to India 
depends upon the same 
state of affairs. The 
raw jute for this mill 
came from India. 
India itself for gen- 
erations main- 
tained jute mills of the 
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most up-to-date sort. It is cheaper to 
transport the finished gunny sacks from 
India to the American consumer than 
it is to transport the raw jute to Maine 
and then transport the finished product 
to the consumer. The wonder of the 
matter is that an American mill has 
ever been operated under the circum- 
stances. 


Indirect Results Important 


one outstanding example of an 
American concern establishing a fac- 
tory abroad for the express purpose of 
manufacturing products for export to the 
United States has been the Ford tractor 
factory established in Ireland. Tractors, 
as agricultural implements and ma- 
chinery, are imported into the United 
States free of duty, and undoubtedly the 
chief occasion for the establishment of 
this factory in Ireland has been lower 
wages and a better supply of labor. It 
will be noted, too, that the American jute 
mill in India has been predicated upon 
the admission of gunny sacks into the 
United States as agricultural supplies. 
Of course it would be to the immediate 
advantage of American labor and Amer- 
ican prosperity generally if the goods 
manufactured abroad by Amer- 
ican concerns either for foreign 
markets or for shipment to the 
United States could be manu- 
factured within the United 
States. The advantage to 
American labor is evident. But 
if it so happens, as usually is 
the case, that when a limit of 
American exports of a manu- 
factured product has been 
reached there is certainly no 
advantage to American labor in 
permitting the manufacturers 
of other countries to secure and hold a 
trade which American capital can secure 
by foreign operation. In other words, 
if American factories can no longer ex- 
tend the export of the products of 
American labor directly there is no 
reason why the export of American 
brains and ideas should not be encour- 
aged. In foreign extensions American 
factories can also better protect their 
(Continued on page 269) 
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© the Members of the American 
Bankers Association 


By CRAIG B. HAZLEWOOD 


President, of the American Bankers Association and Vice-President, First National Bank, Chicago 


sci AM hopeful that a large number of 

the members of this Association will 

be represented at the Annual Con- 

vention to be held in San Francisco, 

September 30 to October 3. I be- 

lieve it will be worth while. Our last Convention 

in San Francisco was held in 1903, and the whole 

Pacific Coast and San Francisco in particular 

has experienced outstanding development in the 

interval. Every banker in the Association should 

profit by seeing with his own eyes the magnifi- 

cent natural resources of this part of the country, 

the industries whose credit and securities are 

frequently before him, and the people whose 

open-handed hospitality, frank manner of speech 

and pride for their city and state is well known 

and justified. Truly it is a marvelous country 

and well worth visiting from a pleasure stand- 
point alone. 

The meeting at San Francisco will be the 
Fifty-fifth Annual Convention of the organiza- 
tion. The report which I shall make as your 
president will show you the great importance and 
wide scope of the activities of this Association. 
Although I have been more or less familiar with 
our Association’s work for a good many years, I 
have been amazed during my term of office .in 
the discovery of many ways in which various 
branches of our organization are carrying on for 
our Association in matters of technique, legisla- 
tion, economics, public relations, banking educa- 
tion, publicity and general banking information. 


Management a Vital Topic 


HINGS are happening in the banking busi- 

ness today. The banker may not sit in his 
back room and be content with the self-assurance 
that things are the same as they were ten years 
ago and that there is no need for any new think- 
ing. We must be alive to the developments that 
are taking place in our profession. “The ele- 
phants are marching.” To be successful the 
country banker and the city banker alike must 
recognize the changes that have taken place the 
last ten years in the business life of his commu- 
nity, in the variety of banking service he must 
render, in the technique of the business itself, in 


his attitude toward the public and in the possible 
consequences of the growth of group and branch 
banking. 

We mean to have a thorough discussion regard- 
ing what is happening in the banking business at 
the San Francisco Convention. The topic of 
bank management, with particular reference to 
country bank management, has been put forward 
prominently by this administration. We have 
done so in the belief that the vast number of our 
bank members are vitally interested in this topic 
of how better to run their banks. We have had 
a marvelous response from our membership to 
show the widespread interest in this subject. 
Ten thousand copies have been sold of the pro- 
ceedings of a conference held in Chicago on com- 
mercial bank management. Our representatives, 
who have addressed bankers’ meetings in all parts 
of the country on this subject, have found a very 
real and genuine interest in it. The financial 
press has been full of material regarding it. We 
have concluded, therefore, that the subject was of 
practical and paramount interest and we will 
devote a considerable part of our Convention 
period to it. At one of the general convention 
sessions there will be an address by H. N. 
Stronck of Chicago, on several phases of good 
bank management. Mr. Stronck has qualified as 
an expert in this matter; he has made studies of 
the earning assets and organization position of 
a great many banks, has figures at hand, obtained 
from authoritative sources, showing the position 
of a very large number of both country and city 
banks. He has a faculty of analysis and deduc- 
tion, and his contribution together with the open 
discussion that will follow it will without doubt 
add a great deal to the thinking of our profession 
along lines of better operation of banks. 


A Well-Rounded Exposition 


T has been announced that the Comptroller of 

the Currency, John W. Pole, is making a 
nation-wide survey of the growth and develop- 
ment of group, chain and branch banking. What- 
ever may be our personal convictions about the 
merits of the various types of bank organization, 
including unit banking, we should at least keep 
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ourselves informed of what is going on in this 
field. I am very pleased to announce that Comp- 
troller Pole has consented to appear as a speaker 
at our Convention and I anticipate that he will 
present to us for the first time the findings of his 
survey, and also that he will set forth his opinions 
with respect to the standing and future of the 
national bank system. 

This should be highly important and interest- 
ing information for our entire membership. 
Following his address there will be a speaker to 
explain the theory of so-called group banking. 
There will also be an address by a country 
banker of national reputation on the merits of 
unit banking. Our purpose is to present to the 
Convention a well-rounded out exposition of the 
various theories of bank organization, affiliation 
and control, and we sincerely believe that no 
member of our Association should neglect the 
opportunity of hearing this presentation. 


Facilities Are Ample 

O not let it be said that as bankers we are 

“hiding our heads in the sand.” There will 
be important additions to this program to be 
announced in due course. In addition, the prin- 
cipal divisions of the Association will each have 
a program which will include a list of prominent 
speakers and considerable discussion of important 
banking topics. There will be topics assigned to 
specialists in certain departments of bank ser- 
vice, as for example trust matters, savings and 
commercial banking methods and inter-bank re- 
lationships. 

The hotel facilities of San Francisco are ample 
to take care of our Convention delegates, who are 
invited to bring their wives, and ample first-class 
facilities are available. A circular letter regard- 
ing hotel reservations was sent to all the members 
of the Association, and this was accompanied by 
a blank calling for first, second and third choices 
of hotels and giving complete information as to 
location, rates, etc. Up to the hour of going to 
press, reservations were somewhat less than at 
the same time last year but were coming in 
rapidly. It is suggested that all those who expect 
to attend and want a desirable hotel location 
write or wire at once. 


Special Rates Available 
UST a word about the “official list,” compris- 
ing those entitled to a chance to register at 
the headquarters hotel. There have been some 
opinions expressed about this, some of them in 


CO 


print, which if accepted as correct might lead to 
misunderstandings which would be quite unfor- 
tunate. The official list, made up as in previous 
years in accordance with the instructions of the 
Administration Committee and Executive Council 
was, in April, placed in the hands of the San 
Francisco hotel committee. The reservations 
for those bankers on the list, if received in time, 
are taken care of at what has been designated 
headquarters hotel. The list comprises the of- 
ficers, councilmen, committeemen and such mem- 
bers of the staff as are present, all of whom are 
expected to attend committee and conference 
meetings in rooms at the headquarters, desig- 
nated for the purpose by the respective group 
with which they are affiliated. In addition to 
those named, the speakers and invited guests are 
usually quartered at the headquarters hotel. 
State vice-presidents of the American Bankers 
Association, who are largely responsible for 
membership, are also assigned to the headquar- 
ters hotel. After a reasonable time limit has 
elapsed for reservations from the so-called official 
family, others are taken care of at the head- 
quarters hotel. There are a variéty of reasons 
for the choice of ‘a particular hotel as headquar- 
ters, and it has happened in the past, the head- 
quarters hotel is not necessarily the best hotel in 
town. There is no difficulty regarding the as- 
signments at San Francisco on account of the 
official lists, and there is not likely to be, unless 
perhaps in minor exceptions due to the variable 
human element found in any group of men. Mr. 
Jerry Sullivan, Jr., vice-president Crocker First 
National Bank, is the chairman of the San Fran- 
cisco hotel committee. He is an amiable and 
obliging gentleman and has an excellent corps of 
workers under him. Mr. Sullivan will have some 
few objectors to contend with, no doubt, but I 
hold to the opinion that by far the greater part 
of our delegation will be made comfortable and 
happy. 

There are a number of special trains which 
are being made up to the Convention, informa- 
tion regarding which may be obtained from the 
Association headquarters or at any of the larger 
banks of the principal cities. Traveling will 
probably be more pleasant than in the regular 
service. Special summer tourist rates are avail- 
able. No identification certificate is required. 
Your local ticket agent will give full information. 

I shall hope to see a representative of your 
bank in San Francisco. 


September, 1929 
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The 55th Annual Convention 


Management, Group, Branch and Unit Banking Will Be Leading 
Topics for Consideration by the Fifty-Fifth Annual Convention 


of the American Bankers 


Association at San Francisco. 


Broad Scope of Program Insures Effective Banking Results. 


ITAL questions bearing on the 
future of banking in the United 
States await the attention of the 
delegates to the Fifty-fifth 
Annual Convention of the American 
Bankers Association which opens in San 
Francisco on September 30. The four- 
day meeting is scheduled to consider the 
effect of modern economic conditions 
upon both the external and internal 
operation of banks. 
President Hazlewood, of the Associa- 
tion, has elsewhere in this issue of the 
JOURNAL touched upon the highlights of 


Comptroller of the Currency J. W. Pole 


the Convention program, announcing the 
plans for discussion of group banking, 
which is the external side of the picture 
and management, which is the internal 
side. 


Will Point the Way 


N a sense the San Francisco Conven- 

tion will take stock of the progress 
that has been made by the bankers of 
the country in increasing their efficiency 
in the operation of their institutions 
through the application of scientific 
principles of management. With the 
impetus that has already been given the 
movement for better management during 
the past year already productive of en- 
couraging results, the Convention is ex- 
pected to point the way to the highest 
type of successful bank administration. 


It is particularly appropriate that the 
Annual Convention should meet on the 
Pacific Coast this year. Developments 
in group banking have reached the 
point at which the subject stands out in 
the interest of the bankers of the coun- 
try. On the Pacific Coast group and 
branch banking are more in evidence, 
perhaps, than any other section of the 
country. Thus it is on the ground, so 
to speak, that the Convention will dis- 
cuss the question which so intimately 
concerns the future of the banking 
structure of the country. 

Meetings of the various divisions and 
sections of the Association will carry 
forward the note of banking progress 
which runs through the program of the 
general Convention. This year, how- 
ever, there will be no separate meeting 
of the Clearinghouse Section. During 
the past year the work of the Section has 
been concentrated upon the advancement 
of better banking practices. And the 
opening general session of the Conven- 
tion will be devoted to the subject of 
bank management. 

In the outline of the general Convention 
which is given below the order on the 
program of the various speakers is tenta- 
tive and subject to change as to hour or 
session. 


Three General Sessions 


ENERAL sessions of the Conven- 

tion, of which there will be three, 
will be held at the Curran Theatre. 
The first general session will be called 
to order by President Craig B. Hazle- 
wood, vice-president of the First Na- 
tional Bank, of Chicago, at 10.30 a. m. 
on Tuesday, Oct. 1. 

The invocation at the opening session 
is to be delivered by the Most Rev. Ed- 
ward J. Hanna, Archbishop of the 
Diocese of San Francisco. After the in- 
vocation Mr. Hazlewood will deliver the 
President’s annual address to the As- 
sociation. 

The principal speaker at the first gen- 
eral session will be H. N. Stronck, chair- 
man, H. N. Stronck Company, Chicago. 
He will address the Convention on 
“Better Banking,” giving an exposition 
of the principles of scientific manage- 
ment. Mr. Stronck is one of the leading 
authorities in the country on bank ad- 
ministration methods and took a leading 
part in the Mississippi Valley conference 
on bank management which was held at 
Chicago during the winter. 

The opening session of the Conven- 
tion will also hear an address by Robert 
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L. Gordon, Bank of Italy National Trust 
and Savings Association, of Los Angeles. 
Mr. Gordon was the winner of first prize 
in the Giannini Endowment Fund Na- 
tional Public Speaking Contest at the 
1929 Annual Convention of the Amer- 
ican Institute of Banking. 


Branch and Chain Banking 


W. POLE, Comptroller of the Cur- 
J Betiag is to be the principal speaker 
at the second general session of the Con- 
vention on Wednesday, Oct. 2, at the 
same hour. He is expected to touch 


Robert L. Gordon, Bank of Italy 
National Savings and Trust Asso- 
ciation 


upon branch banking from the stand- 
point of national bankers. At various 
times during the past year Mr. Pole has 
indicated that he is giving serious 
thought to the subject of branch bank- 
ing by national banks and has announced 
that he plans to make recommendations 
on the subject to Congress. Hence his 
address to the Convention is expected to 
be of especial importance. The Rev. W. 
J. Sherman, of the Temple Methodist 
Episcopal Church, has been invited to 
deliver the invocation at the second 
session. 

The final general session will be held 
at 10.30 a. m. on Thursday, Oct. 3, and 
will be devoted to the consideration of 
group and unit banking. After the in- 
vocation by Rabbi Louis I. Newman, of 
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September, 


Temple Emanu-El, George W. Davison, 
president of the Central Hanover Bank 
and Trust Company, of New York, will 
speak on chain banking. He will be fol- 
lowed by Max B. Nahm, vice-president 
of the Citizens National Bank, Bowling 
Green, Kentucky, who will speak on unit 
banking. At the conclusions of these 
addresses, Rudolf Hecht, president of 
the Hibernia Bank and Trust Company, 
of New Orleans, Louisiana, will pre- 
sent a summary of the general banking 
situation, analyzing the elements of 
chain and unit banking. 

The St. Francis Hotel wiil be the 
Convention headquarters, where there 
will be meetings on call of the chair- 
man of the Protective Committee, Special 
Committee on Section 5219 United States 
Revised Statutes, Resolutions Committee, 
Executive Committee, Finance Commit- 
tee, Administrative Committee and other 
committees. The meetings of the Divi- 


George W. Davison, president Cen- 
tral Hanover Bank & Trust Co., 
New York 


sions of the Association are scheduled to 
be held in the Colonial Ball Room of the 
headquarters hotel. The State Secre- 
taries’ Section will meet in the Italian 
Room. 


National Bank Division 


HE National Bank Division will be 

the first of the Divisions of the As- 
sociations to meet and will be called to 
order by President Edgar H. Sensenich, 
president of the West Coast National 
Bank, of Portland, Ore., at 9.30 a. m. on 
Monday, Sept. 30. 

After the address of the President of 
the Division, Arch W. Anderson, vice- 
president of the Security-First National 
Bank, of Los Angeles, will speak on the 
“Investment Policy of a National Bank.” 
The second speaker, George H. Hamil- 
ton, vice-president, the Fourth National 
Bank, Wichita, Kan., will discuss the 
“National Banking Trend.” 

The Trust Company Division will be 
called to order by President A. V. Mor- 
ton, vice-president of the Pennsylvania 
Company for Insurance on Lives and 
Granting Annuities, Philadelphia; at 2 


p. m. on Monday, Sept. 30. There will 
be three speakers to address the meeting 
after the opening address by the Presi- 
dent. 

James A. Bacigalupi, president of the 
Bank of Italy National Trust and Sav- 
ings Association, San Francisco, will 
discuss “The Growing Importance of 
the Trust Department in the Modern 
Bank.” Hillsman Taylor, president of 
the Missouri State Life Insurance Com- 
pany, St. Louis, will describe “The Busi- 
ness Insurance Trust,” and Herman 
Phleger, of Dunne, Brobeck, Phleger and 
Harrison, of San Francisco, will talk on 
“Protecting the Trustee.” Following 
these addresses there will be an open 
forum on current fiduciary topics. 


Savings Bank Division 


the Savings Bank Division will be 
called to order by President Taylor 
R. Durham, vice-president, First Na- 
tional Bank of Chattanooga, Chatta- 
nooga, Tenn., at 2.30 p. m. on Tuesday, 
Oct. 1. 

The principal addresses will be made 
by Jay Morrison, vice-president of the 
Washington Mutual Savings Bank, 
Seattle, Washington, whose topic will 
be “Leasehold Loans for Savings Banks,” 
and Rufus Bernhard von KleinSmid, 
Ph.D., LL. D., whose subject is “Today’s 
Laboratory Is Tomorrow’s Industry.” 
Following the speakers there will be a 
forum discussion. 


State Secretaries’ Section 


HE State Secretaries’ Section will 

meet in the Italian Room of the St. 
Francis Hotel at 2.30 p. m. on Tuesday, 
Oct. 1. President Frank Warner, of 
Iowa, will preside. 

Speakers are listed to describe the 
results of various activities in the fol- 
lowing order: “Bank Taxation,” J. W. 
Brislawn of Washington; “County 
Bankers Associations,” Miss Forba Mc- 
Daniel, of Indiana; “Insurance,” Eugene 
P. Gum, of Oklahoma; “Protection from 
Criminals,” M. A. Graettinger, of II- 
linois, “Public Education,” C. F. Zim- 
merman, of Pennsylvania; ‘“Coordinat- 


ing Earnings, Expenses and Dividends,” | 


C. H. Mylander, Ohio; “Inter-State Con-, 
ferences,” W. A. Philpott, Jr., of Texas; 
“Efficiency Experts for Country Banks,” 
Henry S. Johnson, of South Carolina; 
“Greater Earning Power for Country 
Banks,” Edward J. Gallien, of New 
York; “Resident Bank Examiners,” W. 
B. Hughes, of Nebraska; “Credit 
Bureaus,” Wall G. Coapman, of Wis- 
consin; “Licensing Bankers,” W. W. 
Bowman, of Kansas, and “American In- 
stitute of Banking,” Robert E. Wait, of 
Arkansas. 


State Bank Division 


HE State Bank Division will be called 

to order by President S. J. High, 
president of the Peoples Bank and Trust 
Company, Tupelo, Miss., at 2.30 p. m. on 
Wednesday, Oct. 2. After the address of 
the President the program for the 
Division meeting calls for two addresses 
and a symposium of fifteen minute dis- 
cussions. 


S. L. Cantley, Commissioner 
Finance of Missouri, will speak on 
“Organized Cooperation, the Basis of 
Sound Banking,” and W. L. Brooks, 
president of the Northern National 
Bank, Bemidji, Minn., will deliver sn 
address on “Regional Cooperation Pays 
Dividends.” Topics for the symposium 
are: “Unit Banking Best Adapted 
Agricultural Needs;” “Group Bantin 
Best Adapted to Agricultural Nees, 
by E. G. Bennett, vice-president, Ander 
son Brothers Bank, Idaho Falls, Idaho, 
and “Limited Branch Banking Best 
Adapted to Agricultural’ Needs,” by 
Clyde Hendrix, president, Tennessee 
Valley Bank, Decatur, Ala. 


Arrangements Effective 


AN FRANCISCO bankers have made 
particularly effective arrangements 
for the entertainment of their guests. 
Those attending the Convention will 


R. S. Hecht, president Hibernia 
Bank & Trust — New Orleans, 
a. 


have opportunities to visit the many 
points in and about San Francisco which 
are rich in the history of California and 
wrapped in the scenic beauty of the 
Pacific Coast. Opportunities for sight- 
seeing from shipboard as well as on land 
will be offered. 

There will be open at the St. Francis 
Hotel during each day of the Conven- 
tion joint headquarters for state secre- 
taries having no separate headquarters, 
booths for the hotel committee and in- 
formation bureau, registration head- 
quarters, the office of the general as- 
sociation, a golf committee desk, a post 
office and a ticket validation desk. 

After the close of the Convention on 
Friday, Oct. 4, the annual American 
Bankers Association Golf Tournament 
will be played on the Lakeside Course 
of the Olympic Golf Club. 


Entertainment Program 


of the entertainment pro- 
gram offer a wide range of hospi- 
tality to the visiting delegates, starting 
with automobile tours around San Fran- 
(Continued on page 272) 
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The High Cost of Country 


Banking 


By BRYCE EDWARDS 


Burden of Unprofitable Accounts Felt Most by Small Country 
Analysis of One Institution Shows Cost of Handling 


Checks Is Almost Four Cents Each. Government Borrowing Rate 
Has Forced Up Interest Allowed on Savings in Some Sections. 


UTOMOBILES, radios and litera- 

ture have urbanized rural liv- 

ing. People in the country 

spend more. In addition, the 

cost of country banking has increased 

and more losses have occurred from de- 

fault and bankruptcy since the war— 

yet, in this transition rural rates of in- 

terest have remained the same. Hence 

country banking must find ways and 

means of increasing income and reduc- 
ing costs. 

Many people in rural sections are now 
in the borrowing class as’ newcomers 
who formerly kept small but inactive ac- 
counts which were profitable. Now these 
people, in order to buy an automobile, 
radio or other recent attractions, seek to 
borrow money, or buy on the instaliment 
plan, and their accounts are both active 
and very small. 

Also, with the advent of the stock and 
bond buying propensity of Americans, 
many others who formerly kept good bal- 
ances now begin to fret before their ac- 
count reaches paying proportions lest 
they lose a few pennies in coupons. 
Stories are told of depositors who will 
overdraw their account for a week in 
order to buy a bond of $100. 


Retrenching Called For 


HE fact that the government has 

been paying 4 per cent and better for 
money has forced. country banks to pay 
4 per cent and even as high as 5 per cent 
for time deposits. This has caused a 
higher ratio of savings to demand ac- 
counts with a corresponding greater cost 
to the banks. All of which calls for re- 
trenching to make country banking more 
remunerative. 

Below is given an expert analysis of 
a bank in northwest Missouri which has 
$120,000 capital and surplus and around 
$750,000 in deposits. It is a conserva- 
tive national bank, maintaining 20 per 
cent of its deposits as cash and sight ex- 
change, and lies in a strictly rural com- 
munity. 


Coin Banks Cause Losses 


T prevailing rate of interest in the 
community is 6% to 7 per cent. The 
bank pays 4 per cent for time deposits. 
The average income per $1 deposit of 
this bank is $.057.. It costs the bank 


Valuable 
Comparisons 


HERE is 
here a_ very 


presented 
simple 


method for analyzing costs 
in a small bank which re- 
quires none of the more in- 
volved process in use in 


some of the larger institu- 
tions. Actual results of a 
determination of the cost 
of doing a banking busi- 
ness in a strictly rural com- 
munity are shown. Even 
those banks that have 
made careful studies of 
their expenses may find in 
this article the means for 
valuable comparisons be- 
tween the methods used 
and those described here. 


$.017 per dollar for lending, collecting 
loans and administrative work. And it 
costs $.00021 per dollar for the receiving, 
paying and bookkeeping of savings ac- 
counts. Thus the total income per dollar 
of savings accounts is $.057 as against 
a total cost per dollar of deposit of 
$.05721, or a loss of $.00021 per dollar 
time deposit. 

To make these accounts profitable it 
would be necessary either to loan more 
than 80 per cent or to increase the in- 
terest rate to borrowers where this is 
possible. It is probable with the present 
trend of public behavior that the lower- 
ing of the rate paid on these accounts 
would result in diversion of some of this 
money to bonds. Where coin banks are 
given away with savings accounts a cor- 
responding larger amount is lost in this 
department. 

It costs this bank $.0385 per check 
handled. This is nearly four cents per 
check! Few people realize that a check 
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In some 


eosts a bank any such amount. 
large city banks the cost is around two 
and one-half cents. It costs the Missouri 
bank $.0732 per deposit, including clear- 
ances, items in transit and exchange. It 
costs some large city banks three or four 
times this much, but the amounts han- 
dled average much larger. 

To arrive at these figures the wages 
of the tellers and bookkeepers, amount- 
ing to $3,180, were added to three-fourths 
of the incidental cost of $4,194 and one- 
fourth of the taxes of $3,451. This total 
was considered the cost of receiving and 
paying all items. The bank handled 4320 
drafts, 121,992 checks, 22,506 items of 
remittances, 23,712 deposits and 1436 
items in the time accounts. Each class 
of items was given a time cost and com- 
parative incidental cost and divided pro- 
portionately into the total cost. 

It was calculated that each item of re- 
mittance cost $.0385, each draft $.0595 
and that savings accounts items corre- 
sponded to drafts and checks. 

The total cost of demand accounts was 
$.028 per dollar of deposit. Since the 
income per dollar deposit is $.057, it is 
seen that demand accounts generally 
make a profit. 


Ruled Out of City Banks 


Baw bank has forty-eight depositors 
whose average balance is above $1,- 
000, fifty-nine whose balance averages 
between $500 and $1,000, 344 whose ac- 
count ranged between $100 and $500, 196 
ranging from $50 to $100 and 999 whose 
average deposit is less than $50. As a 
matter of wonder, the actual average of 
these 999 accounts was only $13.68. The 
average account in this group had 115 
checks against it in the course of a year, 
costing $4.48 and twenty-two deposits 
costing $1.65. The average loan value 
per account was $.50, making a net loss 
of $5.63 per account. 

It is astounding to see that the bank 
lost around $5,600 per year on this class 
of accounts. 

Some accounts in the group under $50 
were inactive, having neither deposits nor 
checks. Such accounts: may make as 
high as several dollars a year. On the 
other hand, flagrant examples of banking 
abuse are seen in such accounts, as one 
averaging $15 on which 336 checks were 

(Continued on page 272) 
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Convention Report in the Next Issue 


HOUGH the Annual Convention of the American 

Bankers Association will be in progress in San 
Francisco at the time when the JOURNAL usually is 
closed for the month, the next number, the October 
issue, will cover in full the proceedings of this im- 
portant Convention, and the magazine will be mailed 
to subscribers at the customary date. 


The American Way 


ECRETARY of Commerce R. P. Lamont has 
brought to light a new accomplishment by this 
country which has gone almost unheralded. Comment- 
ing upon the balance of payments of the United States 
for the year 1928 the Secretary remarked: 

“In the second half of the year we thrust a ‘billion- 
dollar transfer problem’ upon the outside world by 
increasing our favorable trade balance by $452,000,000 
and reducing our underwriting of foreign securities 
by some $610,000,000. That but few people even 
observed the phenomenon indicates that ‘problems’ of 
this type are very likely to be exaggerated.” 

This is a highly significant observation upon the 
adjustment of international accounts. For years the 
“transfer problem” has been held up as one of the 
greatest obstacles to a practical plan for the payment 
of German reparations. Even the Young plan is not 
believed to have insured a solution. 

Yet the United States with a transfer problem on 
its hands appears to have gone ahead, in the Ameri- 
can way, and solved it. Europe may find the “trans- 
fer problem” less terrifying in the concrete than in 
the abstract. 


Automatic Modification 


ASHINGTON dispatches report that the foreign 

loan policy of the United States is to be modified. 
The ratification of the American war debt funding 
agreement by the French Government is the reason 
assigned. As a matter of fact the action of France 
automatically modifies the foreign loan policy of this 
country. 

Through the cooperation of the bankers it has been 
possible for the State Department to withhold its 
approval to the proposed flotation of foreign loans in 
the United States whenever such a step has seemed 
advisable. The three chief reasons for the withholding 
of approval have been the failure of the applicant 
country to refund its war debt to the United States; 
evidences that the proceeds of a proposed loan were to 
be used for increasing armaments; and evidences that 
the proceeds of the proposed loan were to be used in 
furthering a monopoly of raw materials to the detri- 
ment of this country. 

France by accepting the Mellon-Beranger funding 
agreement has cleaned the slate of unsettled war debts 
of the United States. Hence the first of the chief 


reasons for State Department disapproval of foreign 
loans has disappeared. However, to lift the embargo 
on loans to France is more of an empty gesture than 
anything else since that country is in a position to 
figure in the international money market as a lender 
rather than as a borrower. 

Any modification of the other two chief factors in 
the American foreign loan policy is extremely doubt- 
ful. The Administration is too closely identified with 
the disarmament movement and the principle of com- 
bating foreign monopolies of essential raw materials 
to open either of these doors. 

It may be just as well for the banks who are mainly 
concerned with domestic business that a real modifica- 
tion of the foreign loan policy is unlikely. There will 
then be one less element in an ever-shifting economic 
panorama to be taken into consideration. 


Calendar Reform 


HE National Committee on Calendar Simplifica- 
tion for the United States has reported to the 
State Department that as a result of a year of investi- 
gation it considers that the requisite conditions exist 
to justify the participation of the government of this 
country in an international conference to provide for 


the simplification of the calendar. These conditions 


as reported are: 

“The prevalence of a demand for calendar improve- 
ment on the part of a large and representative body 
of American opinion. 

“A growing recognition by the general public of 
the grave defects of the present calendar, a lively 
interest in the methods by which these can be over- 
come, and an intelligent understanding of the prin- 
ciples of calendar reform. 

“The actual experience of many business concerns 
with the use of private simplified calendars to secure 
more accurate accounting in their business affairs, and 
their practically unanimous judgment in favor of the 
general simplification of the civil calendar.” 

The report lists the Executive Council of the Ameri- 
can Bankers Association among the organizations 
found to be favorable to the idea of American partici- 
pation in an international conference to consider 
calendar reform. This was the result of action taken 
at the Spring Meeting in April, which, however, did 
not commit the Association to any particular type of 
calendar reform, nor even to the principle that any 
reform is necessary. 

It seems very probable that an international con- 
ference will be held at some time in the future to dis- 
cuss the subject. Therefore, it might be well if bank- 
ing opinion in this country were crystallized either in 
favor of reform or for the retention of the present 
calendar year. No other field of activity works more 
by the calendar than does banking. A serious pro- 
posal to change the system of reckoning the days and 
weeks of the year is worthy of serious thought. 
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Attention to Earnings 


HE rapid growth of net earnings, which have in- 

creased at a much faster rate than either total 
assets or production, is pointed out by the Midland 
Bank of Cleveland as a noteworthy development in 
industry during the past few years. The bank has 
made an analysis of the balance sheets of 314 leading 
corporations in the United States, including 238 indus- 
trials, forty-one railroads and thirty-five utilities, over 
the past three years. 

“It is of interest to note,” says the bank, “that while 
industrial production, as measured by the Federal 
Reserve Board’s index, increased only 1.9 per cent a 
year between 1925 and 1928, the rate of growth in 
earnings was four and a half times as great. This 
partly answers the question of why the stock market 
has gone ahead so much faster than ‘business’ in the 
last three years, the explanation being that business 
as measured by production and business as measured 
by earnings has shown two very different results. 
The stock market has paid closer attention to earnings 
than to production. 

“It may be objected that the earnings of the 314 
leading corporations used have made a better showing 
than if all concerns in the United States had been in- 
cluded. This may be true to a certain extent, but 
could hardly explain all of the disparity between a 
yearly gain of 1.9 per cent in production and of 8.7 
in profits. Nor can the disparity be laid to price 
inflation, as in 1910-1920, inasmuch as the commodity 
price level has varied but little in the past three years.” 

Assuming the accuracy of the bank’s findings as to 
the stock market it can be pointed out without the 
aid of statistical data that another great financial 
group is paying closer attention to earnings, namely 
banking. Banks have always paid attention to the 
earnings of industry but now they are paying closer 
attention to their own. This partly answers the ques- 
tion of why the banks are going ahead so much faster. 


The Age of Speed 


T has been customary for the past quarter-century 
to speak of the age of speed as though the ultimate 

had been accomplished in swift transportation. Com- 
pared to the everyday travel of a century ago, people 
and goods move to and fro at a marvelous rate. Yet 
speed after all is only relative. 

Only a few years hence the present may be looked 
back upon as the beginning of a new age of speed. 
Further comparisons will be drawn. Even as steam- 
ships plow through the seas for record crossings the 
air is becoming the bridge of the Atlantic. Combina- 
tions of air-rai!l-and-ship travel are being evolved 
that rival the fabled magic carpet. In this country the 
distance from coast to coast is being conquered again 
and again. 

The future challenges the imagination. Miles give 
way to hours in the measurement of distance. Soon 
there will be no far places. 

What sort of an age will it be to live in, this 
speedier age? Undoubtedly even a better one than 
the age of speed. 

In this country, the leader in transportation. de- 
velopment, there has been a growing prosperity. 
American prosperity has not been confined to the 
cities, the great money and manufacturing centers. 
It has filtered through the nation on the winge of swift 
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transportation. Of the many forces that have gone 
into the making of this prosperity, facility of move- 
ment has been indispensable. 

Looking ahead then as speed devours space the 
possibilities of progressive prosperity appear virtually 
unlimited. The whole world comes within the picture. 


Going Up Hill 


NE of the guiding principles of American busi- 

ness has often been expressed through the home- 
ly analogy that the time to put on power is going up 
hill. The principle, familiar in practice to a nation of 
automobile drivers, has become almost axiomatic and 
to its acceptance may be attributed much of the com- 
pelling force behind the national prosperity. 

Banking under present conditions may be said to be 
going up hill. The period of readjustments which 
banking is passing through offers all the obstacles 
that impede the way in a stiff climb to new and higher 
levels. Power is demanded to make the ascent. 

The general public, however, hardly appreciates the 
force with which power is being applied to bring bank- 
ing through the era of adjust or the steady, ground- 
gaining progress that is being made. Mergers and 
consolidations in the sphere of banking are familiar 
to a public, long accustomed to this trend in the field 
of business. Less familiar is the persistent competi- 
tion on the part of non-banking agencies and their 
encroachment in the field. Even less does the public 
understand changes in credit channels and their 
consequences. 

Nevertheless the banks have been meeting, step by 
step, each change in the conditions under which they 
must operate. Perhaps never before has there been 
such an enlightened effort to perform efficient service, 
and efficient service has come to be measured not only 
in terms of what the customer gets but in what the 
bank receives as well. The proper power is being 
applied to keep the machine moving uninterruptedly 
up the hill. 


San Francisco Beckons 


OT the least of the glories of this country is its 

breadth, both of territory and of viewpoint. To 
the European it is a constant source of wonder that 
a people who inhabit a domain stretching from the 
Atlantic to the Pacific can crystallize their opinions 
into national thought. 

Much of this unanimity of thought and opinion can 
be attributed to what has become an American in- 
stitution—the convention. Countless organizations 
holding their meetings in different parts of the coun- 
try represent miniature melting pots, refining the 
ideas of the members who come from all sections of 
the nation. And the higher the standards of these 
assemblies the greater the service to the national 
commonwealth. 

Thus the American Bankers Association by its An- 
nual Convention plays its part in fortifying the so- 
lidity of the United States. Each year its delegates 
come from the four corners of the nation to the wide- 
open gates of a welcoming city. This year San Fran- 
cisco beckons. The East will go West, returning the 
visit paid last year to Philadelphia by the stalwart 
sons of the Pacific Coast. 
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Brokers’ Loans and Bank 


Deposits 


By HENRY E. SARGENT 


Direct Relation Seen Between Rise of Call Loans by Lenders 


Other Than Banks and Recent Decline.in the Total Volume of 


Deposits. 


OR several months the trend in 
the volume of bank deposits has 
come to be watched with a new 
interest, especially in the financial 
centers of the country. After years of 
almost uninterrupted expansion in total 
volume, what might be taken for a reces- 
sion seems to have made its appearance. 
Examination of available statistics, 
however, fails to disclose any factors in 
the situation created by the decline in 
bank deposits which exert any pressure 
upon the strength of the banking struc- 
ture. On the contrary such decline in 
bank deposits as is revealed by the fig- 
ures has been relative rather than 
absolute and compensating factors have 
tended to improve the basic condition of 
the banking institutions as a whole. 
The most recent figures to throw any 
light upon the course of deposits are 
those of the Comptroller of the Currency 
which analyze the results of the June 29 
call for the condition of the national 
banks. Some emphasis is placed upon 
a decline. in volume of deposits by the 
analysis which reported that the total 
deposit liabilities of the national banks 
on the date of call were $21,598,088,000, 
a reduction of $1,274,792,000 since March 
and a reduction of $1,041,249,000 in the 
year. 


Rate of Growth Slower 


OMEWHAT less serious a decline is 

disclosed by the totals for demand 
and time deposits, excluding interbank 
deposits and other items of deposit lia- 
bility. Thus the total of demand and 
time deposits reported by the national 
banks for June 29 amounting to $19,049,- 
606,000 is compared with a total of 
$19,374,483,000 on March 27 and with 
$19,486,349,000 on June 30, 1928. 

Much of the shrinkage in national 
bank deposits has been attributed to the 
withdrawal of bank balances and to 
peculiar conditions which the national 
banks have had to face. Nevertheless it 
is fair to assume that the national banks 
also reflect the force of the circumstances 
which are having their effect upon the 
immediate volume of deposits in the en- 
tire banking structure. 

June figures for all the banks in the 
United States are not yet available. But 
the Federal Reserve Board statistics for 
all banks, member as well as non-member, 


The Major Force 


R SCENT bank figures 
have given some 
emphasis to a decline in 
deposits but an examina- 
tion of the reports for all 
institutions discloses that 
the reduction is relative 
rather than absolute. At 
the same.time the course of 
loans to brokers and deal- 
ers in securities by others 
than the banks’ shows 
whence comes the major 
force in bringing about 
this condition. The flow of 
these funds to the call 
market not only draws 
down deposits but affects 
the source of new deposits. 


x 


as of March 27 show the situation with 
respect to deposits, exclusive of inter- 
bank deposits, in the following table: 


Call Date 
1927—June 30............. 

Dec, 
1928—June 30............. 


Dec. 1 
1929—March 27............. 


Total Deposits 


$51,662,000,000 
52,909,000,000 
53,398,000,00" 
56,766,000,000 
54,545,000,000 


These figures disclose a reduction in 
the deposits of all banks in the United 
States of $2,221,000,000 in the period 
between December 31, 1929 and March 
27, 1929, virtually the first quarter of 
the year. Substantial as this decline is, 
yet it is evident that there has been no 
interruption, so far at least, in the 
annual growth in total volume. Even 
with the large drop during the first three 
months of 1929 the total of deposits was 
still greater than at any time previous 
to December 31, 1928. It would appear 
that what has developed is a slowing up 
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_in the loans and 


Slowing Up in Rate of Deposit Expansion Reflected 
in Bank Loans and Investments but High Levels Maintained. 


in the rate of expansion of deposits 
rather than a falling off. 


High Rates Exert a Pull 


HERE are a number of reasons why 

this condition should obtain. First 
and foremost there are the stock market 
and the call money market. The attrac- 
tion of a rising market for securities and 
high rates for call money has exerted a 
pull upon deposits. Perhaps the greatest 
part of the immediate decline in deposits 
may be attributed to this pull, although 
seasonal factors must of course be reck- 
oned with during the first quarter of 
the year. 

Accompanying the direct reduction in 
deposits through the movement of funds 
into investment channels there has been 
an absence of any appreciable growth 
investments of the 
banks. From this source most of the de- 
posits arise. A halt in the continued 
expansion of loans and investments has 
been the controling element in slowing 
up the rate of growth of deposits. 

The situation with respect to loans 
and investments may be seen from the 
following table, taken from the Federal 
Reserve Board’s latest report of the con- 
dition of all banks in the United States: 

Total Loans 
and Investments 


$53,750,000,000 
55,450,000,000 


Call Date 
1927—June 30............. 
D 3 


ec. 
1928—June 30...........6. 


Dec. 31 
1929—March 


The trend in the volume of loans and 
investments reflects the same situation 
that has already been shown for deposits. 
Up to the end of 1928 loans and invest- 
ments steadily increased and deposits 
continued to expand. By the end of 
March loans and _ investments had 
stopped short. Actually there was.a re- 
duction of about $250,000,000 from the 
December figures. Deposits, as can be 
seen from the first table, expanded until 
December, 1928 and then fell off. 


Deposits Reflect Prosperity 


OTWITHSTANDING the _ rather 
substantial decline in total deposits 
during the first quarter of 1929 the in- 
crease over past years would seém to in- 
dicate that the normal growth is con- 


(Continued on page 274) 
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_ CONCENTRATING 


ON THE STUDY OF 


INVESTMENT VALUES 


HE business of the Brookmire organization for 
more than a quarter century has been the study 
of investment values. The policy is one of co-operation 
with individuals and institutions to the end that their 
capital be safeand more largely productive. € From the 
Outset, research was recognized as essential to success- 
ful investment counsel. Today, hundreds of thousands 
of dollars are expended annually to maintain and 
expand the scope of this department. @ Through 
Brookmire Service, banks receive specific recommenda- 
tions concerning the investment of their funds. They 
also are provided with a specialized source of counsel 
which they utilize in advising depositors. 
Information concerning Brookmire Service as it applies 
particularly to banks may be obtained by addressing 


our Executive Vice-President at 551 Fifth Avenue, 
New York, N.Y. 


BROOK MIRE ECONOMIC SERVICE 


NEW YORK BOSTON CHICAGO PHILADELPHIA PITTSBURGH CLEVELAND BUFFALO ROCHESTER DETROIT 
ST.LOUIS MINNEAPOLIS SAN FRANCISCO LOS ANGELES SEATTLE SPOKANE PORTLAND TORONTO MONTREAL 


THE LARGEST AND OLDEST ORGANIZATION OF. ITS CHARACTER IN THE UNITED STATES. 


When writing to advertisers please mention the American Bankers Association Journal 
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Bank profits 


and the BOND MARKET 


HE current bond market, in our opinion, is 

reflecting conditions that will pass. Public pre- 
occupation with stocks and all that it has entailed 
have forced bond prices, in general, to the lowest 
level in years. Unusual opportunities have conse- 
quently developed for banks and other institutions 
whose investments are largely restricted to fixed- 
income securities. High-grade issues which under 
more normal conditions would net substantially less 
may now be obtained to yield 5% and upward. Good 
industrial issues yield more — sound foreign bonds 
still more. These high yields may be had without 


in any degree sacrificing security. 


It is an opportune time for institutions to add 
to their bond accounts. Good current income is 
assured on bonds purchased at this time and held, 
while a return to more nearly normal conditions 
should result in substantial appreciation in the capi- 
tal investment. 

For more than thirty-six years, A. G. Becker & Co. 
has been serving the investment requirements of 
large and small banks. The enduring character of 
our connections would suggest that we have been 
serving them to their advantage. Our current offer- 
ings comprise a well diversified list of securities, 
thoroughly suitable for banks. We shall be glad to 


submit recommendations. 


The Banker’s chiet con- 
cerns are —first, to protect 
deposits; second, to earn a 
profit. In the long run the 
second is about as impor- 
tant as the first, for the 
bank must be successful in 
order to hold public con- 
fidence. The strongest 
recommendation of a bank 
is the demonstration of 
able management afforded 
by steady dividends and a 
mounting surplus—sure 
reflections of a wise invest- 
ment policy. 

In selecting good local 
investments the banker 
seldom needs to go beyond 
his own board for compe- 
tent opinion. In balancing 
these with sound outside 
investments, however, he 
will in some degree depend 
upon the judgment of an 
institution broadly ex- 
perienced in the general 
investment field. Such an 
institution can give you 
valuable help in your selec- 
tions, so that each item 
added to your portfolio 
will meet a definite need — 
assuring you a due propor- 
tion of quick, of medium- 
term and of long-term obli- 
gations, and an investment 
account which, as a whole, 
will earn the maximum 
return consistent with 
adequate security. 


A. G. Becker & Co. 


Sound Securities for Investment 


54 Pine Street, New York + 100 South La Salle Street, Chicago 


When writing to advertisers please mention the American Bankers Association Journal 
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International Team-Work at 


Amsterdam 


By FRED N. SHEPHERD 


Executive Manager, American Bankers Association 


Desire of Business for World Peace Was Pervading Spirit of 
Amsterdam Congress of International Chamber of Commerce. 
It Considered a Wide Range of Subjects Affecting All Aspects 
of Trade and Finance Seeking Uniformity and Understanding. 


O Americans, especially Amster- 
dam, where the 1,500 delegates 
to the Fifth Congress of the In- 
ternational Chamber of Com- 
merce assembled on July 8, 1929, is an 
interesting city. Of the 750,000 popula- 
tion, about 98 per cent is Dutch, and of 
the 2 per cent of foreign nationality, 1 


The Concert Hall 


per cent is German and one-fifth of the 
remainder, Belgian. For homogeneity 
of population what American city can 
beat that? 

The surprising aspect of the street 
traffic presented by Amsterdam is that 
of the bicycle. There are no fewer than 
200,000 bicycles, or one to every three 
and a half inhabitants. The sight of 
this enormous number in the _ busy 
streets was very interesting to an Am- 
erican, in view of the fact that there are 
less than 10,000 motor cars and 2,500 
motor vans and drays registered in the 
city. 


On a High Plane 


To Congress, which met at Amster- 
dam, was divided into four groups: 
Industry and Trade, Finance, Legal, and 
Transport and Communication, with 
members in each group from the thirty- 
nine countries represented. In prepara- 
tion for the meeting committees in the 
different countries had been at work 
since the Fourth Congress held two 
years ago at Stockholm. 

At the present meeting greatest pop- 
ular interest possibly centered in the 
subjects of double taxation, trade bar- 
riers, documentary credits, comparative 
results of private and public ownership, 
sea, highway, rail and air transport, to- 
gether with bills of lading. 


The American group, consisting of 
above 150 delegates, was led by Mr. 
Thomas W. Lamont, president of the 
American Section, who had recently 
spent four months in Europe as a mem- 
ber of the Committee of Experts which 
formulated the Young plan on German 
reparation payments. 

The president of the International 
Chamber of Commerce, Mr. Alberto 
Pirelli of Italy, the representative of 
the Italian government on the Young 
committee, put the Congress on a high 
plane in his opening address and inso- 
far as possible dismissed the fears of 
those delegates that controversies on 
problems of a governmental nature be- 
yond the authority of the Congress 
might arise during the sessions. 


Business Wants Peace 


HE entertainment of the delegates 

was in keeping with the high tone 
of the Congress. The inaugural session, 
which was held in the “Concert Hall” 
was honored by the presence of His 
Royal Highness, Prince Hendrik of the 
Netherlands. On Tuesday evening the 
Municipality of Amsterdam tendered a 
concert by the famous Concert Hall 
Orchestra. On Wednesday evening, a 
banquet was tendered to the delegates. 
On Thursday evening, at the Royal Pal- 
ace, Prince Hendrik, acting for the 
Queen, received the delegates in the 
beautiful Civic Hall, where for the first 
time the original marble floor of van 
Campen, with the representation of the 
firmament in inlaid copper, was uncov- 
ered, and on Friday evening, there was 
a garden party. 

President Pirelli in his address at the 
opening session of the Congress, speak- 
ing for all business, expressed the spirit 
of the meeting when he declared: “We 
want peace. Certain interests make 
profit by war. Business as a whole pros- 
pers only by peace. Business interests 
can help to maintain peace by contribut- 
ing to remove causes of friction before 
they develop into causes of war.” 

The President for the ensuing term, 
Mr. Georges Theunis, former Minister of 
Finance and Premier of Belgium, em- 
phasized the importance of business. “I 
know,” he said, “the lives of all men de- 
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pend upon business. The material ex- 
istence and the intellectual life of men 
just as much as their happiness depend 
upon their industrial, commercial, and 
financial activities. That is why the In- 
ternational Chamber of Commerce is 
above all things concerned in making 


The Royal Palace, Amsterdam 


business more uniform in its practice 
and policy, more harmonious in truth, 
and more peaceful.” 


A Common Understanding 


wrt then was accomplished in a 
practical way at Amsterdam? 
This Congress has no power of legisla- 
tion. Its strength consists solely in 
bringing specific propositions to the con- 
scious attention of individuals and thus 
to the fountain head of government. Its 
objectives must in many cases await 
years for realization. They can only be 
achieved after extensive investigation 
and discussion. 

The whole effort on the part of the 
organization is to simplify business 
transactions between countries, to stand- 
ardize practices and nomenclature, and 
to bring about a common understand- 
ing where the difference of language 
might make for confusion. 

The first results of agreements come 
in the form of resolutions. Any subject 
on which there is not agreement among 
the various countries is referred back 
for further action. At the conclusion 
of the Congress there is not the buga- 
boo of a majority and a minority report. 
There is one report or else the matter is 
referred back for consideration at a 
later Congress. 
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Waterways within the city 


Insistent Demand 


F double taxation, which was one of 

the problems before the Congress, is 
to be eliminated, such remedial action 
can be obtained only by education de- 
veloped through such an organization as 
this, which went on record as stating 
that double taxation “can be avoided 
either by taxation according to resi- 
dence alone or by taxation according to 
origin alone,” and adheres to the view 
that the ultimate solution to the prob- 
lem lies in the adoption of a uniform 
multilateral treaty. 

The Congress strengthened the hands 
of those who object to the foisting on 
cities of unmatured plans for interna- 
tional fairs, by expressing the opinion 
“that the number of general interna- 
tional fairs should be in keeping with 
economic needs.” 

The recommendations concerning 
transport are too long to be quoted 
here. Relative to the newest type of 
transport, that of air, the recommenda- 
tions and requests take considerable 
space but are well thought through and 
specific. 

Again, there is the insistent demand 
for the adoption of the Hague Rules, 
which in the United States have been 
approved by the State Department, the 
Department of Commerce, the United 
States Shipping Board, the American 
Bankers Association, but which have 
not yet been enacted into law. Recom- 
mendations also touch on internation] 
telephone, telegraph, and postal service. 


Public Ownership Discussed 


OX of the most interesting phases 
of the Congress had to do with the 
work of the special committee on pub- 
lic and private enterprise. Each morn- 
ing the American delegation held a 
meeting in order that all the delegates 
might be informed of the progress made 
on those matters in which America was 
particularly interested. Here was dis- 
cussed the subject matter of the reso- 
lution to be offered by the American 
committee. Since there was no desire 
on the part of Americans to impose un- 
duly their thought in the belief of the 
efficacy of private initiative and private 
operation of enterprises upon the rep- 


resentatives of other countries, it was 
desired to give the greatest considera- 
tion to the framing of the statement. 

At the Congress the subject was dis- 
cussed by Mr. Becht of Germany, Mr. 
Julius H..Barnes of the United States, 
Sir William F. Lathlain of Australia, 
Mr. Motta of Italy, Mr. Joehr of 
Switzerland, Mr. Trepka of Poland, Mr. 
Aiton of Great Britain, and Mr. Sand 
of Belgium, and finally the Congress 
declared that, “Public ownership and/or 
operation, can only be justified in the 
fields where its exercise is inseparable 
from the exercise of authority. In all 
other cases where commercial or indus- 
trial activity is involved, public authori- 
ties should renounce direct ownership 
and/or operation, and limit themselves 
to such regulation as may be justified by 
the special character of certain enter- 
prises, and then only when the necessity 
for such regulation has been conclusive- 
ly proved.” 


Viewed with Satisfaction 


N the distinct field of banking, at- 
tention was given at length to com- 
mercial -documentary credits. On the 
matter of letters of credit forgeries and 
authentication of orders for payment 


there developed wide divergence of 
thought, brought about of course by the 
difference in law and practice in bank- 
ing in Europe and the United States. 
Agreement could not be had and the 
matter was referred back to the Council. 
In the various states of the United 
States the corrupt practices act has 
standardized banking law generally 
throughout the country. In Europe no 
such uniform condition obtains among 
the various countries. The banking busi- 
ness, dovetailing as it does with every 
other business, can revamp or change its 
practice or succeed in amending the laws 
governing it only with difficulty and 
after adequate lapse of time. 

The special committee having in 
charge the subject of international 
settlements naturally was handicapped 
in any pronouncement on the settlement 
proposed in the Young plan by reason 
of the fact that this plan had just been 
formulated by the Committee of Experts 
and had not yet been acted upon by the 
Reparation Commission or by the inter- 
ested governments. As a result, the 
Congress contented itself with a state- 
ment that, “considering the Young plan 
as a whole, it has viewed with great 
satisfaction the intention of the experts 
to remove the reparations problem from 
the arena of political strife and to find 
economic methods of arriving at a solu- 
tion. The Chamber hopes the plan may 
receive prompt and favorable consider- 
ation and that, as a result, a final and 
complete settlement of the problem may 
be reached.” 

Thus the Congress ended in this city 
—a city farther north than the north- 
ernmost tip of Labrador, eighteen miles 
from the sea, whose port was entered 
in 1928 by almost 4000 sea-going ships. 
In New Orleans a ship entering the 
Ponchartrain Canal from the Missis- 
sippi River finds the Gulf (canal) level 
from five to twelve feet lower than that 
of the river. Vessels entering the North 
Sea through the North Sea Canal from 
Amsterdam find the waters of the sea 
five to twelve feet higher than those in 
the canal. 


A traffic jam in Amsterdam 
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Life Companies 
and Trust Organizations 


L WE examine the scope of the services performed by life 
insurance companies and trust organizations, including in the 
latter term trust sections of commercial banks, we shall find a broad 
field of co-operation. 


While the general character of each is fiduciary, the two instru- 
mentalities are not natural competitors. They are more nearly 


like allies, although their activities are distinctive. 


Each suggests, initiates, activity for the other. Each furnishes 
service for which the other is not equipped; one the insurance 
of the productive value, accumulated and prospective, of human 
life; the other the administration of trusteeships, of which many 
proceed from life insurance. . 


There is no doubt that the two can supplement as well as com- 
plement each other, and it is noteworthy that the banks and trust 
companies have realized this fact and applied it in a practical way. 
On the other hand, it is evident to me that a corresponding inter- 
est in the promotion of the welfare of the banking and trust com- 
panies is now a part of the program of every wide-awake life 
insurance man. 


WALTON L. CROCKER, President 


LiFE INSURANCE COMPANY 


OF BOSTON. MASSACHUSETTS 


INQUIRY BUREAU, 197 CLARENDON ST., BOSTON, MASS. 


Please send booklet, “Estate Conservation and Life Insurance Trusts.” 
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Consciously or unconsciously, your customers are influ- 
enced—more or less favorably—by the appearance and qual- 
ity of your checks. 


Gilbert Safety Bond combines beauty with protection. It 
is made with attractive plain surface colors that also act as 
protection against mechanical and chemical erasure. 


Before placing your next order for safety checks ask your 
lithographer for a sample book of Gilbert Safety Bond. It 
contains specimen sheets of each color and describes the 
makeup of the bond that establishes it as the modern idea in 
Safety Paper. 


You do Justice to your Bank when you 


Specify GILBERT SAFETY 
Bond 
Made by GILBERT PAPER COMPANY, Menasha, Wis. 


When writing to advertisers please mention the American Bankers Association Journal 
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Why the Discount Rate 


Was Raised 


By W. M. KIPLINGER 


Unexpected Advance in New York Reserve Bank Rate in August 
Interpreted as Called for by the Position of Member Banks 
Rather Than as Aimed at Stock Market Activity. Way Cleared 
for Fall Credit Demand by Lowering the Rate on Acceptances. 


NE of these sudden summer 
lightning flashes and thunder 
claps came out of the financial 
sky on August 8 when the Fed- 

eral Reserve Board approved an increase 
in the New York rediscount rate from 
5 to 6 per cent and a simultaneous reduc- 
tion of the open market bill buying rate 
from 5% to 5% per cent. There followed 
the echoes of thunder and the wails of 
stock speculators when prices collapsed, 
partly out of alarm but more out of sur- 
prise, for it was one of the most unex- 
pected actions the Federal Reserve Sys- 
tem ever took, from a popular stand- 
point. Now, however, the atmosphere has 
brightened and the reasons for the pol- 
icy seem fairly clear, though not pre- 
cisely simple. 

An effort is made herein to explain the 
situation faced by the reserve system, 
the motives and the expectations, and to 
do this in terms of the main essentials, 
with a minimum of the finer points of 
motive and the qualifications which al- 
ways enter into the analysis of credit 
policy. Strictly speaking, there is avail- 
able no official and authoritative expla- 
nation of the reserve board’s action. One 
reason for this is that the action is sup- 
posed to speak for itself. Another reason 
is that all members of the Federal Re- 
serve Board would not agree on any sim- 
ple explanation of motive and intention. 
They arrived at a common conclusion of 
action by different avenues of thought. 


Very Human Actions 


ET it be understood that the raising 
of a rediscount rate and the lower- 
ing of a bill rate are very human actions. 
There is no rule of thumb which deter- 
mines that this is the thing to do and 
that this is the time to do it. There is 
no mathematical formula for proving in 
advance the wisdom of such action, or 
for appraising accurately the results. It 
is distinctly a matter of human judg- 
ment, and very human at that. It has 
about it something of the flavor of ex- 
perimentation, for in these days of un- 
usual credit conduct the old laws, as we 
know them, do not behave. 

It is really constructive to recognize 
that the Federal Reserve Board and its 
group of official advisors in the reserve 
banks are not all-knowing, all-seeing, all- 
wise financial gods. A proper under- 
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From the Firing 
Line 
Wate from the fir- 

ing line in Washing- 
ton this article describes 
authoritatively the reasons 
underlying the 6 per cent 
rediscount rate adopted by 
the New York Federal Re- 
serve Bank and discloses 
how the upward movement 
may prevent an increase in 
commercial credit rates 
later in the fall. A new 
significance is also noted in 
the sharp action taken by 
the reserve system. 


“ 


standing of this should not diminish their 
prestige, but rather increase it. They are 
wrestling with doubts and perplexities 
and weighty responsibilities without any 
adequate accumulation of precedents, for 
these are new financial times. 

The story in crude and brief outline is 
this: Rediscounts of member banks with 
all reserve banks were hanging persis- 
tently around the $1,000,000,000 mark, 
about double the previous “normal.” 
Holdings of bankers’ acceptances or bills 
were abnormally low, being $100,000,000 
in July. Holdings of government securi- 
ties were low. 

The fall demand for credit—which 
means: chiefly money, currency, cash— 
was beginning. Either money was due 
to tighten throughout the remainder of 
the year, or the reserve system had to 
release credit in order to prevent such a 
tightening. Then arose the question of 
how this should be done, whether through 
(1) the rediscount gate, (2) the bill gate 
or (3) the United States securities gate. 
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It was not considered desirable to have 
member banks get further into debt to 
the reserve banks through rediscounting. 
It was considered desirable to let out 
credit through the purchase of bills, 
thereby relieving the banks of direct ob- 
ligations to the reserve banks on these 
bills, which are bought by the reserve 
banks outright. 


How It Was Done 


T appeared, therefore, that the thing 

to do was to encourage the buying of 
bills by reserve banks, but to discourage 
further rediscounting. Thus the rate on 
bills had to be brought down, and so it 
was. But the rediscount rate had pre- 
viously been lower than the bill rate, an 
unusual situation. So the rediscount 
rate was boosted up by a full 1 per cent, 
the first increase of that amount since 
1920. Thus was the thing accomplished. 

The third implement, the purchase of 
government securities in the open mar- 
ket, was not used, but it remains at hand 
and may be employed before the end of 
the year. 

That is the story, but not the full 
story. Look more closely at the various 
factors, such as discounts, bills, govern- 
ment securities, gold supply, the fall de- 
mand for money, and the various money 
rates, as all these stood in late July and 
early August, before the new reserve pol- 
icy was adopted. Consider these in round 

- figures, instead of exact figures, for the 
sake of easy perspective. 


Still Acquiring Gold 


OOK at discounts of all the reserve 
banks for member banks. In 1926 
they ranged around $600,000,000. In 
1927 they were around $400,000,000. By 
the middle of 1928 they had risen to the 
neighborhood of $1,000,000,000, the in- 
crease being largely due to the loss of 
$500,000,000 of gold between late 1927 
and the middle of 1928. For a year they 
have stayed above $1,000,000,000, thus 
establishing a new situation. There is 
considerable discussion of whether the 
$1,000,000,000 of discounts can be re- 
duced materially in the visible future, 
and one view quite generally held is that 
they cannot. It is probably not the in- 
tention of the reserve authorities to 
squeeze them down during the next six 
months by more tha~ $100,000,000, or 
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perhaps not this much. This statement 
should be accompanied by many “if’s” 
and “and’s” which for the sake of brev- 
ity are omitted. 

Look at the reserve banks’ holdings 
of bills. They were less than $100,000,- 
000 in July, having fallen from the high 
of around $500,000,000 in December last 
year. Look at the holdings of govern- 
ment securities bought in the open mar- 
ket. They were around $150,000,000, very 
low, practically bottom, having declined 
from around $250,000,000 early in the 
year. 

Look at gold stocks, around $4,350,- 
000,000, having gone up by something 
like $225,000,000 since early in the year. 
We were still acquiring a little gold from 
month to month, but not enough to have 
much effect, and the indications were that 
there would be no great inpouring dur- 
ing the remainder of the year. 

Look at the commercial paper rate. 
Nominally it runs along parallel with the 
volume of rediscounts, going higher 
when member banks are discounting 
heavily with reserve banks, and lower 
when discounts are decreasing. Within 
the past year it has shown a stubborn 
tendency to stay up despite some de- 
clines in discounts, the divergence being 
most unusual. 


People Carry More Cash 


HESE were the main facts in the 

credit situation early in August, so 
far as Federal reserve policy is con- 
cerned. The seasonal demand for credit 
starts in August. This demand is based 
largely on the demand for money—the 
sort of thing which one carries in the 
pocket—and is translated by banks into 
credit. People carry more cash at this 
season. Farmers need currency for crop 
moving, and much of it stays in circu- 
lation for several months. Then comes 
the Christmas season. Last year the de- 
mand for money rose by $400,000,000 
from July to the end of the holidays in 
December. This year the money in cir- 
culation has already risen $100,000,000, 
due principally to demand for the new 
small currency. If this year’s perform- 
ance is to be like last year’s, then an 
additional $300,000,000 of currency must 
be provided between August and the end 
of December. 

The currency is provided through 
credit. Whence is this credit to come? 
If the Federal reserve were to do noth- 
ing, then credit would tighten, interest 
rates would go up. The Federal reserve 
is concerned with all interest rates, but 
primarily the commercial paper rate and 
other ordinary lending rates which 
“business” pays. It is also concerned 
with the call money rate because this 
tends to attract credit and gold from 
abroad. This country’s best interests lie 
in not getting any more gold from 
Europe. according to the official attitude, 
partly because it would stimulate stock 
speculation which is considered already 
eliminated aplenty, and mainly because 
it would hurt Europe and our foreign 
trade relations. Less fear is felt over 
possible importations from such gold- 
heavy countries as Argentina. 
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RESERVE BANK CREDIT 
MILLIONS OF DOLLARS 
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Discounts for 
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COMMERCIAL PAPER 
PER CENT 


Bills Bought 


1926 1927 


1928 1929 


Reserve Bank Credit and Commercial Paper Rate 
Observe the high level of discounts since the middle of 1928 and the abnormally low levels 


of open market purchases of both bills and U. S. 


securities at the present time. Note also 


that the commercial paper rate up to the middle of 1928 fluctuated generally along with 
the rise or fall of discounts but that shortly after the middle of 1928 it rose while discounts 
were declining, thereby making an exception to the usual behavior of the rate 


The Bill Gate Was Chosen 


HUS it was essential to “ease” credit. 

Whether this means to make credit 
easier than it has been in the past, or 
whether it means to prevent credit from 
becoming tighter remains to be seen. 
There are some fairly good reasons for 
thinking that what was in the mind of 
Federal reserve authorities was actually 
to make credit somewhat easier than it 
had been. 

The bill gate was chosen at the means 
of applying the easing influence. Obvi- 
ously it was a choice between this and 
the purchase of government securities, 
for it was not considered good policy to 
let rediscounts rise. Bills and govern- 
ment securities represent the two open 
market means of credit control, and 
either is less spectacular in application 
than the rediscount method. At least 
this has been true in the past, although 
in the future open market operations 
may be watched more closely by the 
public. It seems quite possible that later 
in the year the reserve banks will begin 
buying government securities, but for 
the present this is a matter of guess- 
work. 

One reason why the expansion of 
credit through bills was decided upon is 
probably that it was felt bills repre- 
sented demands for credit by business. 
Bills represent actual business transac- 
tions, as distinguished from loans on 
securities. The distinction is controver- 
sial, of course. 


A way to stimulate the offerings of 
bills to reserve system was to lower the 
buying rate on them at the reserve bank 
in New York, where the main bill mar- 
ket exists. To do this while leaving the 
rediscount rate at 5 per cent would have 
started the stock market on another bull 
movement when it was already bullish. 


Only a Side Glance 


rw is the principal point at which 
consideration of the stock market en- 
tered Federal reserve considerations. 
Note that the stock market gets some- 
thing like a side glance from the Fed- 
eral reserve, and not the full front gaze. 
The new policy was not “aimed at the 
stock market,” as so many commenta- 
tors insist. The new policy was adopted 
more with thought of the position of the 
member banks in their relation to reserve 
banks, as is indicated above. In making 
the decision, the authorities probably 
thought of themselves as bankers for 
bankers rather than as regulators of the 
stock market or the public welfare. They 
thought of the stock market, but not as 
the central object in the financial land- 
scape. 

Furthermore, it is probably true that 
the Federal reserve officials were sur- 
prised that the stock market took their 
action as a great shock; they probably 
thought the market would accept the 
rate changes with less perturbation. 
Probably they intended that the tangible 

(Continued on page 265) 
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The entire { story of the 

New Building 
is 
‘ IN THE FILES’ | 


ONG before con- 
struction starts on a new building a 
vast amount of detailed work must 
be accomplished. Plans and designs, 
competitive bids, specifications, 
contracts, correspondence—all 
necessarily growing in bulk as the 
building progresses. 


Important material like this must 
be kept ready for instant reference. 


This means modern, up-to-date files 
that are accessible — durable — con- 
venient—easily systematized. 


These handsome GF Allsteel filing 
cabinets — designed to accommodate 
the smallest card or the largest ledger 
sheet — bring to modern business a 
perfect, unfailing, correct memory ... 
together with the greatest usefulness 
—speed and accessibility possible. 


The initial investment for GF files 
is small—the service as faithful and 
lasting as their need. 


ATTACH THIS COUPON TO 
YOUR FIRM LETTERHEAD 


THE GENERAL FIREPROOFING Co. 


Youngstown, Ohio 


Please send me a copy of the GF Allsteel 
Office Equipment Catalog. 


"Serves and Survives” 


Name 
THE GENERAL FIREPROOFING CO. 
Youngstown, Ohio — Canadian Plant, Toronto Firm _ : 
BRANCHES AND DEALERS IN ALL PRINCIPAL CITIES ena 
Address 
{ The GF Allsteel Line: Desks, Tables, Filing Cabinets, 
4] Sectional Files, Document Files, Filing Supplies, }}> City State 
Transfer Cases, Safes, Storage Cabinets, Shelving aves 


When writing to advertisers please mention the American Bankers Association Journal 
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Queen Victoria Street 
Victoria Strcet 


MIDLAND BANK’S 
ACCOUNTING REORGANISATION 


Burroughs Ledger Posting Machines 
used in branches throughout England 


Burroughs, with its widespread organi- Customers appreciate the convenience 
sation, was able to give the accounting, of the new methods and the neat up- 
installation, and mechanical service to-date statement, ready at any time. 


demanded by such a nation-wide Other banks have adopted Burroughs 
change. methods: which is sufficient testi- 


Ledgers and Statements are now bal- ™ony to their soundness. 


anced daily by machines. More work The services of the Burroughs Banks 
is done in less time, with less space, Department are at the disposal of 
with greater accuracy. all bank executives. 


Surroughs 


SALES AND SERVICE OFFICES IN THE PRINCIPAL CITIES OF THE WORLD 


ADDING - BOOKKEEPING : CALCULATING AND _ BILLING MACHINES 
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The Texas Cotton Credit Plan 


By E. B. STROUD, JR. 


Broader Service in Marketing Texas Cotton Crop Is Rendered 


Under Special Plan Devised by Dallas Federal Reserve Bank. 
New Method Is Expected to Result in Banks Located in Texas 


T is an interesting fact that since 
the establishment of the Federal 
Reserve Bank of Dallas, Texas 
alone of the states or portions of 
states comprising the Eleventh Federal 
Reserve District has produced approxi- 
mately 55,000,000 bales of cotton, all or 
practically all of which have been moved 
to the markets of the world and sold. 
This has required the extension of a tre- 
mendous volume of credit, the responsi- 
bility of which has rested, to the extent 
of their ability, upon the banks of this 
state. 

It might be said that this business 
has required double financing, in that it 
has been necessary to finance both the 
production and marketing of each crop. 

In so far as financing the production 
of the crop is concerned, the Federal 
Reserve Bank of Dallas has taken its 
proper place and has functioned in a 
direct manner. Cotton producers’ notes, 
secured by chattel mortgages, have found 
their way in and out of the Federal 
reserve bank as and when the seasonal 
demands made it desirable or necessary 
for the member banks to call upon the 
Federal reserve bank for assistance. 


A Broader Service 


N so far as financing the movement 

and marketing of the crop is con- 
cerned, the Federal Reserve Bank of 
Dallas was never called upon to take its 
full and proper place. It has rendered 
a very valuable assistance through re- 
discounting or loaning against eligible 
paper of member banks other than that 
arising from the movement and market- 
ing of the cotton crop by extending loans 
against government securities and by 
purchasing acceptances and other eligible 
paper in the open market. 

Until the latter part of 1928, however, 
it had not loaned directly to member 
banks to any appreciable extent, if at all, 
against the security of cotton in the bale. 
This was not the result of an unwilling- 
ness on the part of the Federal reserve 
bank to accept such security but because 
the borrower found it impractical to part 
with the warehouse receipts, bills of lad- 
ing and other evidences of title to the 
collateral securing the loan. 

More than a year ago the directors of 
the Federal Reserve Bank of Dallas set 
about to determine whether or not any 
plan could be devised whereby the Fed- 
eral reserve bank might render a broader 
and more direct service in the movement 
and marketing of the cotton crop. There 


Handling a Larger Volume of Cotton Financing for the State. 


Al 
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Texas Did It 


a the midst of the dis- 
cussion which has been 
going on over the need for 
improvement in methods of 
marketing farm products 
various sections of the 


country have gone to work 


and evolved specific new 
plans. This has been done 
in Texas in connection with 
financing of the movement 
of the cotton crop by the 
creation of simple machin- 
ery which can as easily be 
extended to cover grain or 
any other staple agricul- 
tural commodity. What has 
been done in Texas can be 
jdone elsewhere. 


being so many legal questions involved, 
the work of devising and preparing the 
plan was placed under the direction of 
the legal department. Several months 
were devoted to study of the many ques- 
tions involved. Bankers from different 
sections of the state handling cotton 
under different conditions were advised 
with freely. 


Lock Box Required 


MEMBER bank desiring to borrow 

under the plan designates three of 
its directors to act as trustees, all of 
whom may be active officers of the bank. 
A trust agreement has been prepared 
for execution by the trustees and the 
member bank. By the terms of this 
agreement the following general plan is 
set up: 

The member bank creates a trust in 
all securities delivered to the trustees 
for the benefit of the Federal Reserve 
Bank of Dallas. 

The trustees are required to maintain 
a lock box in the vaults of the member 
bank clearly marked “Federal Reserve 
Bank Trust.” All securities delivered 
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to them must be locked in this box and 
kept separate and apart from all other 
papers and securities at all times except 
as otherwise permitted by the terms of 
the trust agreement. 


May Exchange Securities 


} i has been recognized that it would be 
impractical to expect the trustees to 
personally. handle the details of the 
numerous transactions arising in con- 
nection with the securities held in trust. 
Therefore, it has been provided in the 
trust agreement that upon any business 
day the trustees may intrust possession 
temporarily to an agent, provided—first, 
the agent’s receipt is obtained when the 
securities are delivered to him, and, sec- 
ond, possession is resumed by the trus- 
tees upon the same business day. This 
agent must be employed by and under 
fidelity bond to the member bank and, of 
course, will usually be the employee of 
the member bank who customarily han- 
dles the cotton accounts of the bank. 

In order for the plan to be practical, 
it was found necessary to give the trus- 
tees authority to permit exchanges and 
substitutions of the securities held by 
them. Obviously no real good would be 
accomplished by permitting the securities 
to remain at the location of the member 
bank unless those in possession might 
permit their use in such manner as to 
accomplish the purposes of having them 
at that location. Accordingly, authority 
has.been given the trustees to exchange 
one form of security for another, as, for 
example, to convert bills of lading into 
warehouse receipts. 

Likewise, they are given the right to 
exchange an evidence of title covering 
one bale or lot of cotton for an evidence 
of title covering an entirely different 
bale or lot, provided they obtain the 
equivalent of that which they surrender. 
They are permitted to surrender securi- 
ties for their monetary value, it being 
incumbent upon them in such instances 
to immediately transmit the money re- 
ceived to the Federal Reserve Bank of 
Dallas for use as might have been agreed 
upon between the member bank and the 
Federal reserve bank or, in the absence 
of an agreement, for credit to a special 
collateral account. The trustees may 
permit the member bank’s customer to 
attach the securities they hold to sight 
or demand drafts for their monetary 
value, to be forwarded by the trustees 
to the Federal reserve bank for collection 

(Continued on page 278) 
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Railroad Finance Under Federal 


Regulation 


By OLIVER WESSON 


Control of Financial Activities of Rail Carriers Under the 
Transportation Act Believed to Have Developed Unlooked for 
Weaknesses. Modern Method of Holding Corporation Operation 
Complicates Supervision by Interstate Commerce Commission. 


AILROAD financing is manifest- 
ly and with fair success escap- 
ing from the rigid Federal 

. control under which it was 
placed in 1920. The various detailed 
moves in the attempt, though formally 
described in newspaper reports, have had 
almost no comprehending interpretation, 
intrinsically interesting and important 
as they are. 

Behind them lies the engaging story 
of the series of misconceptions of eco- 
nomic reality which were wrought into 
the Transportation Act of 1920, and the 
confusing problems its administration 
has put before one of the most important 
of Federal regulating bodies, the Inter- 
state Commerce Commission. 

It was the first notion of the Trans- 
portation Act that because railroading 
in 1920 was unprofitable but necessary, 
it would always be so. Hindsight en- 
ables it to be said that the return of car- 
riers to private ownership, and the play 
of forces set loose by intelligent men 
seeking to better themselves and their 
institutions wrought the usual economic 
marvels. 


Embedded in the Law 


N nine years, though jealously super- 

vised as to rates and methods, rail- 
roads as a whole have worked their way 
back first to a living earning rate, and 
next to a state of prosperity. Estab- 
lished technique of management, improv- 
ing daily, is entitled to all the credit. 

But embedded in the law is the no- 
tion that they are still mendicants of 
the government, whose earned wage is 
to be seized if it gets too large; that 
some of them are to be beaureucratically 
classed as ‘weak,’ and _ consolidated 
willy-nilly with stronger brothers; that 
the commerce commission is to have al- 
most unlimited right to sway their own- 
ership; and that it is in the meantime 
to keep up its usual highly technical 
duty. 


Pitted in a Contest 


yw Congress got through with 
drafting the transportation law, the 
business in this case, it had effectually 
pitted a government commission in a 
contest with some of the most brilliant 
financial minds of the age. As to oper- 
ation and rates, the management of rail- 


D#s?! TE the apparent 
check suffered by the 
ratlroad_ consolidation 
movement through failure 
to obtain government ap- 
proval it has been possible, 
this article discloses, for 
various plans for the link- 
ing up of rail lines to be 
consummated through the 
operation of investment 
companies whose activities 
are outside of the jurisdic- 
tion of the Interstate Com- 
merce Commission. The 
development of this method 
of concentration by the car- 
riers will have an impor- 
tant bearing upon values. 


roads as a class has sought no quarrel 
with the commission, and has sought no 
independence except in the increasing 


‘number of instances where the govern- 


ment body has proven itself incapable to 
adjust conditions. 

There have been those instances. In 
the Lake Cargo rate cases, after ruling 
twice in diametrically opposing direc- 
tions, the courts and the managers had 
to come in and settle them because the 
commission simply could not. But in 
the field of ownership, in the field of 
merger, in the field of re-capture, the 
leadership of American railroads has 
made something of a rebellion from the 
extended bureau powers of the Inter- 
state Commerce Commission. The drama 
has not’ yet been played out; but all of 
its significant points are clearly dis- 
closed. 

First in the field were the Van Swer- 
ingen Brothers of Cleveland. They 
and their lawyers, reading the law, tried 
to consolidate a group of railroads in 
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open and unhesitant fashion, apparently 
in sincere belief that such action meant 
public service as well as profits. They 
learned some new lessons about delay 
and detail. Finally the commission 
ruled that the Van Sweringens could 
not proceed with linking the Nickel 
Plate, the Erie, the Chesapeake & Ohio, 
and the Pere Marquette. Then the 
Cleveland duo transferred the contest 
to a plane where the commission has 
found it increasingly difficult to follow. 

New Van Sweringen tactics in essence 
involved use of the holding investment 
corporation device, first brought into the 
field by the late J. J. Hill in the North- 
ern Securities instance. They had al- 
ways known of its possibilities, as every 
greater business man has, and _ had 
utilized it from the first in railroad han- 
dling. On a scheme of efficient railroad 
operation, of good public service, and 
sound finance, they superimposed a deft 
amalgamation of ownerships, passing 
through a complex series of corporate 
identities, the Alleghany corporation 
being most in the public eye at the mo- 
ment. There is no room here for finan- 
cial analysis, and the tracing out of 
the intricate relationships between the 
Alleghany, the Chesapeake, the Virginia 
Transportation, and the parent of all, 
the Vaness Corporation. With grow- 
ing public confidence supporting them, 
with able legal advice, during two or 
three years the Van Sweringens gave 
the commission some hard but sufficient 
lessons in the swift acquirement, trans- 
fer, and association of railroad equities. 


By a Quick Market Dash 


holding-investment concerns 
buy, sell and trade railroads or pieces 
of railroads, borrow and pay debts, buy 
and sell pieces of other holding corpora- 
tions, and do it nonchalantly and over- 
night. Merely the very speed of their 
performances is revolutionary to official- 
dom opening as it does a vista upon 
the electric decision which marks execu- 
tive capacity of the higher grades in 
important action. The corporations not 
being railroads in any sense, their 
manoeuvers are clearly outside the pur- 
view of the commerce and transporta- 
tion acts, which the commission ad- 
ministers. 


(Continued on page 275) 
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THE NATION’S BANKERS 


attending the Annual Convention are cordially invited 


to LOS ANGELES COUNTY 


~ 


of the Pacific 


Coast States’ | 
added 


POPU LATION 


during the last 8 years, have settled here! 


Population density has brought to Los Angeles New industries will find: 
Adequate, contented labor; 
County more factories, producing over double the _jowbuilding costs; good fac- 


tory sites; low-cost power, 


output, than the next largest Pacific Coast County. natural gas and oil fuel and 
. bund . Airpl 
With 40% of Coast population in Southern Cali- inail and commercial service 
is more than one-third of 
a fornia, local industries enjoy a large home market, the national daily total. 
and economical distribution by truck, rail or 


water to Western States and foreign countries. 


LOS ANGELES CHAMBER OF COMMERCE 


INDUSTRIAL LOS ANGELES COUNTY 


When writing to advertisers please mention the American Bankers Association Journal 
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HE Union Trust Company of Detroit 
bought more than good design 


OHNS-MANVILLE Sound-absorbing 

Treatment has given the fine, new 
banking quarters of the Union Trust 
Company a dignified atmosphere worthy 
of its splendid design and decoration. 
Thanks to the J-M method, excessive 
noise, with its endless irritations, is 
barred from their banking rooms. Yet 
this has been accomplished without ham- 
pering the decorator’s plans in the slight- 
est degree. 


The banking room shown, for ex- 
ample, has a ceiling finished in silver- 
leaf with vividly colored border decora- 
tions. All of this decorative treatment 
was applied without appreciably im- 
pairing the efficiency of the sound-ab- 
sorbing material. 


To scores of banks, large and small, 
Johns-Manville has brought quiet and 
comfort unimagined by those who 
have never investigated the marvelous 
science Of sound control as practiced 
by Johns-Manville, who pioneered in 
this work. 


We have published a special booklet 
on the control of excessive noise in 
banks. In it we describe the ease with 
which Johns-Manville trained experts 
can improve the working conditions and 
general atmosphere of any bank by do- 
ing away with excessive noise. We will 
gladly send this book to any bank official 
or architect. We also welcome oppor- 
tunities for personal discussion of sound 
control methods in banks. 


Johns-Manville 


SOUND CONTROL AND OFFICE- 
QUIETING TREATMENT 


uy 


JOHNS-MANVILLE CORPORATION 
New York Chicago Cleveland San Francisco Toronto 
{Branches in all large cities} 


Please send me a copy of your “Sound Control 
Treatment for Banks.” 


The splendid modernistic design of this banking room of the Union Trust Company 
of Detroit was unaffected by the use of Johns-Manville Office-quieting Treatment. The 
silver-leaf finish was applied right over J-M Acoustical Materials. 


When writing to advertisers please mention the American Bankers Association Journal 
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Progress in State Bank Supervision 


By FRANK W. SIMMONDS 


Deputy Manager, American Bankers Association 


Nation-Wide Survey Discloses States are Awakening to Value of 
Efficient}Bank Supervision by Improvement of Conditions Un- 


der which Commissioners Must Work. Definite Trends Shown 


VERY phase of banking has been 

undergoing a series of changes 

in the last few years. Mergers 

and consolidation have altered 
the externals of the banking structure 
but step by step with these and other 
new developments there have been con- 
tinual improvements in what might be 
called the internals of banking in the 
direction of greater efficiency and better 
management. 

In this movement toward the best in 
banking no single element stands out 
more sharply than the progress that has 
been made in the field of state super- 
vision. Taking the country as a whole 
five years have worked wonders upon 
the conditions under which the state 
commissioner functions. One by one the 
states are coming to recognize the 
primary importance of strong and com- 
petent banking departments. 

Perfection, of course, has by no means 
been attained. Much remains to be done 
to give to the arm of the state bank 
commissioner its maximum strength. 
But the record of the last five years 
shows unmistakably that the goal is in 
sight. 


Encouraging Signs 


N 1925 a nation-wide survey was made 

of the set-up and working machinery 
of the various state banking depart- 
ments. A similar survey was made 
this year and is nearing completion. 
Replies to a questionnaire sent to each 
state have not been received from all 
state commissioners, but sufficient in- 
formation has already been assembled 
to reveal the highlights of what is taking 
place. 

One of the most encouraging signs is 
the satisfaction expressed by a number 
of commissioners with their state bank- 
ing laws. During the last half-decade a 
majority of the states have revised their 
banking laws and the results appear to 
speak for themselves. There has been 
some increase in the level of salaries 
paid the commissioners and there has 
been a noticeable tendency among the 
states to take bank supervision out of 
the realm of partisan politics. 


Meeting a Demand 


N® all the improvements reported 
are general in the states which 
have begun to raise the standard of bank 
supervision. Some of the states have 


made a start in one direction, others in 


Toward Better Salaries, More Power and Fewer Restrictions. 


: 


(Mi 


Rapid Steps 

Five years ago the first 

survey of the conditions 
obtaining in the banking 
departments of the various 
states was made and the 
need for improvements in 
the laws of the states was 
clearly demonstrated. This 
year a similar survey has 
been made and on the basis 
of the data already in hand 
it is evident that through 
the revision of statutes in 
many states rapid steps are 
being taken in the right di- 
rection although much re- 
mains to be done to enable 
the bank commissioner to 
function with the highest 
degree of efficiency. 


another. Nevertheless the demand for 
increasing the effectiveness of banking 
departments to the ultimate degree is 
beginning to be met. 

In thirty-four states the bank com- 
missioner is now appointed by the gover- 
nor, and while usually appointed for a 
specific term, in most cases in reality 
he still holds office during the pleasure 
of the governor. These figures are on 
the basis of the replies to the question- 
naire already received. © 

In Florida and Illinois the bank com- 
missioner is elected at general elections. 
In Colorado the commissioner is ap- 
pointed from eligible lists of the civil 
service. In Mississippi the commis- 
sioner is selected by the banks and then 
appointed by the governor. In Tennes- 
see the bankers association elects a list 
of five names from which the governor 
appoints one as superintendent of banks. 
In Virginia the commissioner is ap- 
pointed by the State Corporation Com- 
mission which has ultimate  super- 
vision of all corporations in the state, 
including banks. In Oregon the com- 
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missioner is appointed by the State 


Banking Board. 


The Range of Salaries 


of office have been lengthened 
in several of the states during the 
last five years, although there is still 
room for considerable progress in that 
direction. In seven states the term of 
office is two years. In three states it is 
three years. In twenty-four states it is 
four years.. The term of office of the 
bank commissioner in Wisconsin is five 
years and in Minnesota, Nebraska and 
New Hampshire it is six years. In 
California, Missouri and Washington the 
commissioner holds office “at the 
pleasure of the governor” and in Colo- 
rado and Virginia the term is indefinite. 

In the range of salaries there has 
been a perceptible increase. While the 
advance has not been as general as de- 
sired it is, nevertheless, evident that the 
states are beginning to recognize the 
necessity for adequate salaries. 

From the questionnaire it was found 
that salaries now range from $3,600 to 
$12,000 whereas the range five years ago 
was from $3,000 to $10,000. Five years 
ago most states paid their commissioners 
around $4,000, now most of them pay 
around $5,000. This amount is certainly 
inadequate to a position of such heavy 
responsibility but does, nevertheless, re- 
flect a trend toward remedying the 
situation. 

Two of the states, Mississippi and 
New York, now pay their bank commis- 
sioner $12,000 a year. Four of the 
states, California, Illinois, Michigan and 
Pennsylvania, pay $10,000. Two states 
pay $3,600; nine states pay between 
$4,000 and $5,000; thirteen states pay 
$5,000; nine states pay $6,000, and two 
states, Nebraska and Ohio, pay $7,500. 


Less Outside Duty 


IGNS of an awakening to the neces- 

sity of making actual banking ex- 
perience a qualification for the office of 
bank commissioner seem to be evident. 
While eleven states reported that no 
banking experience was necessary to 
qualify for the post, twenty-three re- 
quire experience of this sort, ranging 
from three to five years. Other states 
make requirements as to age, length 
of residence in the state and in 
some cases provide that the commissioner 
must not be an officer or stockholder of 
any bank under his jurisdiction. 
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Although the office of the bank com- 
missioner in most states is still bur- 
dened with a multiplicity of duties the 
tendency seems to be to concentrate most 
of them into: what might properly be 
considered the banking field. Fewer 
purely extraneous duties appear than 
was the case five years ago. 


A Healthy Sign 


oe, elicited that there are now 
ten states that have banking boards, 
with powers ranging from acting in an 
advisory capacity to full power over all 
state banks to issue and reject charters. 
A healthy sign of the times is the 
number of reports concerning examiners 
which disclose that the commissioners 
now have full power of appointment or 
that these appointments are made from 
civil service lists. Complaints are still 
being made of political pressure being 
brought to bear in the appointment of 
examiners but the contrary seems to be 
true in a growing number of states. 


Liquidating Closed Banks 


After all, the most capable commis- 
sioner could not successfully perform 
his duties unless he is able to command 
the services of efficient and honest ex- 
aminers, for they are ears, eyes and 
hands to him—and for him to attempt to 
run his office without their aid and prop- 
er reports would be like a blind man run- 
ning a race. The effectiveness of the 
state banking department and the safety 
of the depositors is so dependent on their 
work that the method of their appoint- 
ment, their fitness for the work, the 
tenure of office and compensation are all 
highly important. 

Another important development is the 
very general adoption by the states of 
the theory that the bank commissioner 
should have power to liquidate closed 
banks as distinguishable from liquida- 
tion by a receiver appointed by court. 
There is also a very general endorsement 
of this mode of liquidation among the 
commissioners and bankers on _ the 
grounds that it is more expeditious and 
far less expensive. 


Elements of Strength 


OME of the chief elements of the 

strength of statutory provisions that 
have contributed toward developing ef- 
ficiency of supervision in recent years 
are revealed in the following quotations 
from reports from various states: 

“The requirement of good general 
banking experience and the selection of 
well qualified deputies who are willing 
and able to use their best judgment in 
handling difficult situations. It is neces- 
sary that sufficient power be given the 
head of the department to exercise dis- 
cretion and judgment in approval of the 
policies of the institutions.” 

“The legislation has treated this de- 
partment very fairly in granting appro- 
priations sufficiently large to care for 
our needs. The state board of finance 
and control has authorized larger sal- 
aries for the commissioner and his as- 
sistants and examiners during recent 
years. Our department has been es- 
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pecially free from the interference of 
partisan politics.” 


Banking Board Is Helpful 


6¢ APPOINTMENT of superintendent 

instead of election by popular vote. 
Liquidation of closed banks through 
department of banking rather than court 
receivers. Power in superintendent to 
select assistants, examiners, etc. Right 
to demand removal from office of officers 
or employees of banks under supervision 
of superintendent when the best in- 
terests of the bank may so require. 
Right of the superintendent to take 
charge of a bank and liquidate its af- 
fairs when it may be in the interest of 
the depositors to do so. 

“Six-year term for the bank commis- 
sioner. Transfer from the governor to 
the bank commissioner of the power to 
appoint and discharge examiners. Sal- 
aries and traveling expenses of bank 
commissioner, examiners and helpers all 
paid from funds raised by assessment on 
state banks. The amount of the assess- 
ment is fixed by the commissioner and 
the secretary of the department of trade 
and commerce, thus freeing the super- 
vision from legislative supervision. 

“The Legislature in 1925 and subse- 
quent amendments to the law has given 
the superintendent of banks broad 
power. Numerous specific provisions 
curtailing distribution of earnings, 
carrying of assets at actual cash market 
value, removal of bank officers, levying 
of assessments and annual charge off 
required of other real estate. The 
present banking board is extremely 
helpful and cooperative.” 


Elements of Weakness 


GOME of the principal elements of 
weakness in various state statutory 
provisions relative to the office of bank 
commissioner are disclosed in the follow- 
ing quotations from the reports: 

“Banks should be required by statute 
to carry a secondary reserve. In order 
to maintain a state of solvency at all 
times, some provision should be made 
for requiring banks to remove objection- 
able assets or for the setting up of a 
reserve against such assets. In many 
cases it is very hard for an examiner to 
determine a specific loss, although he 
knows that the liquidation of the asset 
in question is very doubtful.” 

“The principal elements of weakness 
consists of the lack of any specific re- 
strictions which the department has over 
the establishment of new banks, and the 
difficulty of obtaining compensation 
which would make it possible to obtain 
and hold competent and qualified ex- 
aminers. Some improvement in the 
latter situation has been effected, how- 
ever.” 


A Preferred Condition 


66 A PPOINTMENT should be non-poli- 

tical and term definite. An ad- 
visory board would be helpful. Greater 
discretionary power should be granted. 
Increased capital and surplus require- 
ments needed. Reduced loan limit ad- 
visable.” 


“Salaries have not been increased to 
keep step with increases in other walks 
of life and it is very difficult to get 
qualified examiners.” 

“Believe that the size of banking re- 
sources justified the setting up of an in- 
dependent office answerable only to the 
governor ‘as a preferred condition, and 
that the term of the commissioner should 
be either five years or during the 
pleasure of the appointment. The 
salary should be enough to be attrac- 
tive to bankers of commensurate attain- 
ments. He should be given power to 
appoint his own staff as vacancies occur, 
fix salaries and dismiss appointees for 
cause and power to wind up failed banks 
and grant or deny authority to do busi- 
ness.” 


Various Proposals 


{j= the heading of “other sug- 
gestions” various proposals were 
forthcoming that throw considerable 
light upon various angles of the problem 
of state bank supervision. Quotations 
from some of the reports follow: 

“Believe a banking board composed of 
five good bankers to act in an advisory 
capacity with the bank commissioner 
would be very helpful.” 

“The merger, conversion or consolida- 
tion is a matter of importance at the 
present time and should only be per- 
mitted after due investigation of exist- 
ing conditions which in every case should 
exclude all questionable assets from the 
reorganization.” 


Would Welcome Uniformity 


of senior examiners, 

chief examiner and deputy commis- 
sioner should be on a graduating scale 
equal to the salaries of vice-presidents 
and treasurers of large banking institu- 
tions. This will have a greater tendency 
to hold permanently the men filling these 
positions, for the reason that experience 
in this work is an important qualifica- 
tion.” 

“Closer supervision and regulation of 
building and loan associations, with- 
holding powers that are more liberal 
than are extended to banking associa- 
tions might be provided for.” 

“Would welcome the passage of 
reasonably uniform state banking laws 
in the United States and would welcome 
closer cooperation between the national 
and state banking authorities in the way 
of conferences’ and simultaneous ex- 
aminations. 

“The administration of banks in li- 
quidation may be handled at a less ex- 
pense and more diligently when it is not 
necessary constantly to refer matters tuo 
the courts, which in many cases are ex- 
tremely slow in the determination of im- 
portant matters. 

“Furtherance of an educational pro- 
gram for bank officials such as the 
Mississippi Valley Conference on com- 
mercial bank management, standardiza- 
tion and uniform banking laws, both 
state and national, elimination of un- 
profitable banks and incompetent bank- 
ers.” 
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Your Bank’s Name on the 


TRAVEL 
CHEQUES 


You Sell 


A. B. A. Chegtes beay’the name of your bank and 
the signattire of oné of your officers. A. B. A. 
Cheques are your travel cheques. 
i B. A. Chéqués were established by the Amer- 
can Bankets Association to provide banks with a 
travel Crhequé of their own which would enjoy 
universal agcteptance. Certified by Bankers Trust 
Company Sf New York, A. B. A. Cheques are ac- 
cepted by banks, hotels, shops, ticket offices and 
durist agencies throughout the world. The fact 
that More than 60,000,000 separate cheques 
Sst hav¢ been negotiated during the past 20 years 
~ atvests to the degree of their acceptance. 


A. B. A. Cheques are convenient to carry, afford 
complete protection against loss or theft, and 
abroad command the favorable exchange rate of 
bankers paper. The cheque itself is an instrument 
of the highest grade, engraved on safety paper. 

When your customers carry A. B. A. Cheques, 
your name on each cheque is a constant reminder 
of the completeness of your banking service. 


A.B. A. 
CHEQUES 


SOLD HERE—ACCEPTED EVERYWHERE 


When writing to advertisers please mention the American Bankers Association Journal 
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The new Granite Trust Co’ 
1. Williams Beal Sons, Arch 
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Savings Department Counters in the Granite Trust Co. Installed by “Y & E” 


THE GRANITE TRUST COMPANY 
QUINCY, MASS. 


uses“ Y and EK” equipment 


HE Granite Trust Company, organized in 1836 and directed by the 
same president for 43 years, now occupies the beautiful modernistic 
building pictured above. 

The Yawman and Erbe Mfg. Co. takes great pride in its part in the 
creation of this totally different bank. 

The tellers’ counters, vault furniture and Bookkeeping | Department 
equipment, furnished by us, enables this bank to render maximum service 
with the minimum of effort. 

Our specialized Bank Department will gladly give you the benefit of its 
accumulated years of experience, and assist you in planning your new 
quarters. Use the coupon below—mail it today! 


“An old bank with a young spirit...” 


Tellers’ Counters, showing “Y &F E” equipment in 
the Granite Trust Co. 


Y E” bookkeepers’ desks and posting 
trays at the Granite Trust Co. 


Theophilus King, of national fame, has 
been President of the Granite Trust Co. 
of Quincy, Mass., for 43 years and a direc- 
tor for 50 years. Although 84 years of age, 
Mr. King today stillis the active head, the 
motivating force that directs this institu- 
tion to outstanding leadership—an institu- 
tion known as “An old bank with a young 
spirit.” The history of the Granite Trust 
Co. is the history of an achievement by its 
president, and its great growthis a tribute 
to Theophilus King. 


Delcevare King says: ‘We want to take 
this opportunity to commend your organ- 
ization for its fine work in equipping our 
new Banking Home. 

“While we are naturally proud of the 
building itself, we also take great pride in 
the fact that our equipment enables us to 
render maximum service with the minimum 
of effort. 

“Our ninety-three years have taught us 
that ‘Service’ is the key word of successful 
banking.” 


YYAWMAN FRBE MFG.(0. 


985 Jay Street 


Rochester, N. Y. 


DEVISORS OF BETTER BANK SYSTEMS AND EQUIPMENT 


YAWMAN AND Erbe Mec. Company, 985 Jay Street, Rochester, N. Y. 


Without obligation send me complete information about your planning service for banks. 


When writing to advertisers please mention the American Bankers Association Journal 
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The Chain Store Side 


By R. W. LYONS 


Executive Secretary, National Chain Store Association 


Adequate Charges for Services Rendered by Banks Based Upon 
Cost Plus a Reasonable Profit Are Suggested as Best Method 


of Solving Problem of Local Chain Store Accounts. Too Rapid 


N the midst of the growing discus- 
sion about chain stores, the question 
has been squarely raised as to 
whether they are conducting their 
commercial banking relations upon a 
sound and intelligent basis. 

On the one hand we find bankers 
openly criticizing chain stores and on 
the other we find them equally aggressive 
in soliciting chain store accounts. 

Take for example the charge that the 
chain stores are “drying up the springs 
that fertilize local business” by reason 
of their rapid withdrawal of local de- 
posits. This criticism implies that such 
rapid withdrawals have produced a con- 
dition in which an adequate supply of 
capital and credit is not available to 
local enterprises throughout the nation. 


Chain Store Influence 


UCH an implication is contrary to 

the recent findings of the President’s 
Conference on Unemployment. In Vol- 
ume II of the report of this conference 
is a chapter devoted to “Money and 
Credit and Their Effect on Business,” in 
which examination is made of the avail- 
ability of credit and capital for business 
use during the period from 1922 to 1928, 
as compared with previous periods. In- 
asmuch as this six year period has wit- 
nessed much of the rapid expansion of 
chain stores, it seems fair to assume 
that the influence of chain stores would 
be adequately reflected by the funda- 
mental conditions during this period. 

It is interesting to note in this con- 
nection that: “Rates for long time money 
show an almost continuous downward 
trend.” It is also interesting to note that 
rates on commercial paper during this 
period show a downward trend and, to 
quote from the report: “It seems prob- 
able that rates charged bank customers 
are represented more nearly by open 
market commercial paper rates,” which 
were lower from 1922 to 1928 inclusive 
than they were from 1890 to 1913. 


The Credit Supply 


AVING in mind that rates have, 

with minor exceptions, been steady 
and low during this six year period, it 
remains to determine whether there has 
been an adequate supply of funds avail- 
able for loans. On page 664 of the con- 
ference report we find the following in- 
formation in this connection: “The data 


Withdrawal of Deposits Preventing Fair Return Called Wrong. 


Room for Both 


HAIN store accounts, 

especially in the smaller 
communities, have come in 
for more discussion of late 
than probably any other 
class. What is presented 
here is an exposition of the 
position of the chain store 
which sees in the ever 
changing economic scheme 
a place for both the small 
banks and the new sys- 
tem of retail distribution 
as profit making agencies, 
both serving the public. 
The article gives a picture 
of the “other  fellow’s” 
point of view. 


= 


as to interest rates have already been 
given and they indicate that the supply 
of bank credit was well able to take care 
of the demand.” 

Even the most severe in their criti- 
cism of chain stores will hardly suggest 
that the latter are responsible for the 
phenomenal money and credit situation 
which has prevailed during a substantial 
part of 1929, and, were it possible to 
sustain such a contention, it would 
not even then seem fair to charge the 
chain stores of America with responsi- 
bility for fundamental changes or prob- 
lems in the field of banking. 

It seems fair to assume that banks 
are no exception to the rule that “ever- 
lasting change is the only permanent 
thing in life.” The President’s confer- 
ence report makes some observations of 
interest in this connection. Referring 
again to page 664, we find that: “Busi- 
ness for this period has been financed 
less by borrowing from banks and more 
by borrowing in the capital market 
through issue of securities .. . Industrial 
requirements for bank loans have also 
been lessened by the prevailing custom 
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of reducing inventories to the lowest pos- 
sible levels.” 


They View With Alarm 


ITH these and other facts in mind, 

it is not surprising that the chain 
store merchant assumes his contribution 
to the modern banking problem to be 
only fractional. 

In order really to understand what the 
chain store merchant thinks about his 
banking relations, it is first necessary 
to understand what it is he considers as 
his function in life. After all, what is a 
chain store? It is merely one instrumen- 
tality for retailing. Most economists will 
agree that “the function of retailing is 
the performance of a public service by 
the efficient distribution of merchandise 
to consumers.” Most chain store mer- 
chants accept this definition. 

It is not to be wondered at, therefore, 
that they view with alarm any business 
circumstance or practice which penalizes 
or retards their efficiency. It is well rec- 
ognized that the chain store method of 
distribution has presented a new and 
complex problem to manufacturers, 
wholesalers and retailers, as well as to 
banks. 

Perhaps nowhere is the problem 
greater than in the field of wholesaling. 
It has been charged that the chain stores 
are driving the wholesalers out of exist- 
ence. It would be a more adequate state- 
ment of the truth to say that the com- 
petitive struggle to eliminate waste in 
distribution has developed a new and 
better relationship between the commonly 
accepted functions of wholesaling and 
retailing. A simple illustration of this 
fact is possible. 


Carrying Charges Contrasted 


HE Harvard Bureau of Business Re- 

search has determined that the aver- 
age turnover in the wholesale dry goods 
field is 3.4 times per year, which means 
that one turnover is accomplished each 
107 days. The same authority has also 
determined that the average turnover of 
the average department store (which 
must get its supply of merchandise from 
the wholesale dry goods house) is 2.1 
times per year. This means that a com- 
plete turnover is accomplished every 174 
days. Contrast the above figures with 
those which I have recently taken from 
one of the leading chains of department 
stores. This chain of department stores 

(Continued on page 276) 
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Acceptances for Short Term 


Investments 


BY ROBERT H. BEAN 


Executive Secretary, American Acceptance Council 


Bankers’ Bills Represent a Practically Untouched Field for 
Investment by Interior Institutions to Replace Vanishing Supply 
of Commercial Paper. Country Banks Hold Only About Twelve 
Per Cent of the Total Volume Outstanding at the Present Time. 


ESS than 150 large outstanding 
banks and bankers in fifteen 
principal cities now create a total 
of more than $7,000,000,000 in 

bankers’ acceptances annually, and dur- 
ing the past two years these same banks 
have had an average of over $1,000,000,- 
000 in outstanding acceptances at all 
times. 

These acceptances, or “bills” as they 
are commonly called, finance the move- 
ment of 50 per cent of the total import 
and export trade of the United States, a 
large part of its domestic trade and a 
substantial volume of the business based 
on warehoused commodities. 

They are now definitely fixed in the 
banking practice of this country as the 
most economical method of credit grant- 
ing and since 1914 have been instru- 
mental in carrying the dollar to every 
country in the world. 


Drawn in Dollars 


HE volume of acceptances now out- 

standing is nearly four times as 
great as that of commercial paper, which 
has for many years been relied upon by 
banks as the proper investment for sur- 
plus or secondary reserve funds. 

The modern type of “commercial pa- 
per” is the bankers’ acceptance and it is 
endowed with many virtues of which the 
old form of promissory note commercial 
paper was not possessed. 

It is drawn by a high rated merchant, 
importer, exporter or corporation. It is 
drawn in dollars which gives it standing 
in world markets. It arises out of a 
transaction in staple goods of a self 
liquidating character. 


Assurance of Payment 


HESE factors in themselves consti- 

tute strength in any credit instru- 
ment, but to a bill, so drawn and se- 
cured, there is added the acceptance of 
a strong bank or banker, which gives the 
assurance that it will be paid when due 
regardless of what may happen to the 
merchandise that has been financed or 
any situation which may arise between 
seller and buyer. 

The record of American bankers’ dol- 
lar acceptances for fifteen years, during 
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Now or Later 


wast the acceptance 
means to the second- 
ary reserve of the country 
bank is described in this 
article which also raises 
the question as to whether 
this type of investment will 
come into its own now or 
must wait until call money 
returns to normal and the 
shrinkage in commercial 
paper and government 
short term _ obligations 
makes it the only alterna- 
tive. Bankers’ bills have 
many features not gener- 
ally recognized. 


which time upwards of $75,000,000,000 
of bills have been handled, does not show 
an instance wherein an investor has lost 
a dollar. There is no type of investment 
paper, excepting naturally the obliga- 
tions of the government, that is as safe 
and as liquid as a bankers’ acceptance. 

With these brief facts before us, con- 
cerning the creation of bankers’ accept- 
ances and their attractive investment 
features, it is pertinent to inquire why 
there is such a limited open market de- 
mand for bills, particularly from interior 
country banks. 


Sponsors of Purchased Paper 


HILE, as has been stated, about 
150 banks create for the investment 
market over $7,000,000,000 in accept- 
ances a year, there are 25,000 banks 
throughout the country presumably seek- 
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ing safe and liquid investments, that 
rarely ever buy a bill. 

They may not have the opportunity to 
open acceptance credits and so create 
their own bills. Perhaps it is just as 
well that the comparatively smaller in- 
stitutions should not attempt to compete 
with the large banks in the financial 
centers of the country in the creation of 
this kind of business. They have, how- 
ever, funds that must be invested, re- 
main protected, and be readily available 
and the acceptance market is open to 
them to secure these advantages. 

Not many years ago the dealer sup- 
plied the country bankers with commer- 
cial paper as an outlet for their surplus 
funds. Generally speaking the commer- 
cial paper broker and a correspondent 
city bank were the sponsors of the pur- 
chased paper and the country banker 
found it a safe and convenient method. 


Passing Out of the Field 


S INCE 1919, however, notwithstanding 
the enormous commercial develop- 
ment of the United States, the volume 
of commercial paper has declined from 
over $1,000,000,000 to less than $300,- 
000,000, a part of which is not commer- 
cial paper in its truest sense. 

The explanation of this change in the 
methods of business financing is that 
merchants are turning to other sources 
for their seasonal domestic requirements. 

Direct bank loans, short term note and 
bond issues and bankers’ acceptances, 
have largely taken the place of commer- 
cial paper, which now appears to be 
passing out of the investment field. 

But, we ask, what is the country bank- 
er buying in place of the commercial 
paper that was his investment reliance 
a few years ago? The natural assump- 
tion would be that he would turn to the 
much stronger and more liquid bankers’ 
acceptance. 


One of Three Answers 


Ts a very limited extent this is true. 
There are notable cases of banks that 
now carry a substantial volume of pur- 
chased bills at all times but where there 
is one of this kind there are a hundred 


(Continued on page 277) 
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The value of a New York 
Banking Connection 
with The Equitable 


50% of the country’s im- 
ports are cleared through 
the port of New York. 


The Equitable offers exceptional 
facilities for financing foreign pur- 
chases through import letters of 
credit and can be of assistance by 


paying duties on imports and ar- 
ranging for clearance of goods. 


New York is the primary 
market for the purchase of 


How close is your contact 
with your New York Bank? 


foreign currencies. It is com- 
mon practice that payment 
of drafts drawn under im- 
| port letters of credit shall be 
made in New York funds. 


The value of a New York banking con- 


i 
The Equitable is one of the leading nection is measured not just by the num- 


American banks in the purchase and 


ber of services that can be obtained, but 


sale of foreign exchange. 


by the facilities offered for quickly obtain- 


Foreign offices of New 


York banks play an im- ing them. 
rtant part in American , 
The offices of our District Representa- 


tives provide a direct contact with The 


Equitable’s main office in the center of 
financial New York. 


Read the column at the left—then send 
for our booklet, “Equitable Service.” 


The Equitable has offices in Lon- 
| don, Paris, Mexico City and, 
through a subsidiary company, in 
Shanghai, Hongkong and Tientsin. 
Through these offices and thousands 
of correspondents, The Equitable 


promptly furnishes current foreign 


trade and credit information, and 


can easily arrange funds to meet 


emergency demands of customers 


buying abroad. Banks and bankers 


of all countries are familiar with 


i Equitable commercial and travelers’ 


THE EQUITABLE 
TRUST COMPANY 


OF NEW YORK 


11 BROAD STREET 


letters of credit. 


New York is the security 
market of the country and 
one of the principal security 


markets of the world. 


DISTRICT REPRESENTATIVES: 


The Equitable’s main office, di- 
Packard Building 


rectly opposite the New York Stock 


Battimore: Garrett Building 


Exchange, is in constant contact 


with all important security markets. Curcaco: 105 South La Salle Street 


Atianta: Healey Building 


Customers receive prompt quotations 


and efficient execution of orders. San Francisco: Financial Center Building 


PirrssurGH: Oliver Building 


LONDON PARIS MEXICO CITY 


© E.T.C. of N.Y.,1929 


When writing to advertisers please mention the American Bankers Association Journal 
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At His Finger Tips ... Security?! 


A pleasant feeling—Security. 
And no one appreciates it more than the 
man or woman who handles other 
people’s money. 
Take your teller—he has an excellent 
memory but he can’t always trust it. It 
is impossible for him to keep up-to-the- 
minute on each one of your accounts. All 
day long he must check balances, verify sig- 
natures, handle certifications. All day long 
he must smilingly keep his line 
moving quickly, your clients satis- 
fied. And, more important—his 
accounts accurate—not a_ single 
“N. G.” against him. 
But to do it he must have the best 
available means of getting account 
information. He is entitled to the 
security that rests in the written 
verification of every doubtful check. 
He deserves the protection that Lam- 
son Baby Tubes can quickly bring him. 


It takes but a few seconds 
or carriers from distant 
departments to reach the 
central tube desk. 


Lamson Baby Tubes are silent, swiftly 
moving messengers that speed from one 
department to another in but a few 
seconds. A twist of the hand sends them 
on their way and they are back with a 
written answer before the money can be 
counted out. Overdrafts and “N. G.’s” 
are prevented. Signatures are verified in 
writing. Certifications doubly checked. And 
the peller—as well as the bank—can rest 
easy in the security that lies in 
accuracy, quickly made possible 
the Lamson way. 
A Lamson engineer will gladly 
show you what Baby Tubes can do 
for your institution. Their cost is 
moderate—they can be leased or 
purchased outright—and their 
benefits are broad. Invite him in. 
THE LAMSON COMPANY 
SYRACUSE, NEW YORK 
Offices in principal cities 
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LAMSON 


BABY TUBES 


Put Your Bookkeepers at Your Teller’s Elbow 


When writing to advertisers please mention the American Bankers Association Journal 
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Farm Aid on the Installment Plan 


By C. W. WILKINS 


Vice President, Agricultural Credit Corporation of Minneapolis, Minnesota 


Long Term Installment Loans to Finance Livestock Purchases 
Can Be Made Safely and Income from Security Will Liquidate 


the Indebtedness According to Experience of a Northwestern 


Credit Corporation. 


HE common topic of the hour, 

political or otherwise, in connec- 

tion with the agricultural situ- 

ation has been either stabiliza- 
tion corporations, debenture plan, or 
tariff, but little discussion has been 
heard of agricultural credit. The stoek 
phrase is that agriculture has had too 
much credit. 

Many go so far as to say that the 
financial difficulties that the agricultural 
sections have gone through were due to 
an over and unwise extension of this 
credit. This may be partially true or 
it may not be, but regardless of the past 
it is maintained that what the farmer 
needs most along financial lines today 
is a different system of credit. 

The farmer’s land indebtedness is well 
taken care of through the amortized 
loan offered by the Federal Land Banks 
and Joint Stock Land Banks and some 
of the life insurance companies, extend- 
ing over a period of thirty-six years. 
He does not have to worry about what 
credit conditions are going to be at the 
maturity of the loan as it never comes 
due. He can concentrate his efforts on 
making the farm pay the installments, 
make further improvements and build 
it up to a higher state of production. 


Not Always Adequate 


T= only other form of credit is a 
short time credit furnished either 
through the Intermediate Credit Banks 
or by the local banks. Intermediate 
credit companies that discount their 
paper with the Federal Intermediate 
Credit Banks are a step forward toward 
the stabilization of the farmer’s short 
time credit. Loans obtained through 
these sources are not affected by the 
tightening of money, although the rate 
of interest may be advanced. However, 
their plan is not always adequate for the 
farmer with limited capital, desiring to 
equip himself with livestock, because of 
the restricted amount loaned on the 
chattel security on which the credit is 
based. Such a loan is satisfactory where 
the farmer has sufficient cattle, hogs, 
or sheep to margin it, but does not meet 
with the requirements of many farmers 
desiring to change from small grain to 
diversified farming. 

The usual expression of bankers—and 
I have been in the country banking busi- 
ness all my life—is that they take care 
of their customers and grant credit to 
all deserving farmers for their legiti- 


Filling a Void 


7 HIS article discloses 
how a void in the agri- 
cultural credit situation 
represented by the need for 
long term loans on farm 
products has been filled in 
one section of the country. 
It raises the question of 
why a farmer who can buy 
an automobile or a radio on 
the deferred payment plan 
cannot logically be per- 
mitted to buy his cows and 
sheep in the same way. 
Minnesota seems to have 
found the answer. There 
seems to be in the method 
devised a real approach to 
practical farm aid. 


It is true that country 


mate needs. 
banks are carrying the largest portion 
of their loans in farmers’ paper, a per- 
centage of which, no matter how care- 
fully the bank operates, has a tendency 


to become frozen. The majority of it 
has a short maturity. It is necessary 
that this paper be of a short maturity 
and liquid to meet the possible with- 
drawal of deposits that are payable on 
the demand of the depositor. These 
short time notes are satisfactory for 
accommodation purposes to pay over- 
head expenses, anticipating the market- 
ing of the farmer’s products. 


**The Little Red Hen’’ 


. the agricultural cycle is 
too long for this short time credit 
that is available if it is to be used as 
operating capital. What agricultural 
operation can be completed before sixty 
days or even six months paper becomes 
due? Hogs and sheep produce more 
rapidly than most other farm animals, 
yet almost a year elapses from the buy- 
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System Said to Benefit Bank Farm Loans 


ing of the sow and ewe until her product 
is on the market, with the exception of 
the wool crop from the ewe, and that 
takes from six to eight months. 

Other farm livestock practices of good 
standing have turnovers of only once in 
from two to four years. Then when 
tight money appears the farmer must 
sell his livestock in order to meet his 
called obligation, too often in a half 
finished condition and on a glutted mar- 
ket. The banker is not to be criticized 
for this situation; necessity and the sys- 
tem demand it. 

The safest territory in which to grant 
agricultural credit is where the farms 
are small and the farmer diversifies; 
where the cream, veal calf, hog, wool, 
lamb, fruit, and last but not least “the 
little red hen” are the chief sources of 
income. 


Cropped Every Acre 


tn single crop farmer—the one who 
puts all his labor and thought into 
one enterprise, such as wheat, potatoes, 
fruit, hay, oats, or even corn, hogs, 
cattle or sheep—is the one who suffers 
from failures or violent price fluctua- 
tions. Even at this time when so much 
is being heard of the “farmer’s dollar” 
not buying its share of commodities that 
he has to purchase, an analysis reveals 
some surprises, as it usually does when 
dealing with averages. It shows in gen- 
eral that the diversified farmer, growing 
his cash crops in rotation with feed 
crops, marketing the latter on the hoof 
in the form of butter, pork, poultry, 
beef, wool or mutton, is in a very favor- 
able economic situation. In the spring 
wheat growing states there are too 
many single crop farmers. However, 
giant strides are being made by them in 
working out their salvation through 
changing their program so that their in- 
come sources will be more diversified. 

I want to relate the experience of the 
Agricultural Credit Corporation, of 
Minneapolis, in furnishing nearly 10,000 
farmers in the spring wheat growing 
section with a longer credit, payable in 
installments, to assist them to change 
their program. 

During the war, both from a patriotic 
standpoint in responding. to the appeal 
of the government to “Grow More 
Wheat,” and from a profitable stand- 
point as prices were good, the farmers 
cropped every available acre. Credit 
was freely granted to them for that 
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purpose. As a result, when the price 
depression came, together with a series 
of poor crops, thousands found them- 
selves over-extended and in a critical 
financial condition. Further, the farmer 
had confined his efforts too largely to 
small grains. He was unable to secure 
capital for additional livestock or equip- 
ment to handle it. A serious situation 
confronted the banker, business man, 
and farmer alike. This situation not 
only affected the Northwest, but was 
keenly felt in the industrial East. No 
part or section of this country can stand 
alone, and when the Northwest farmer 
is affected, it reverts seriously to the 
industries of the East and vice versa. 
An emergency existed that no govern- 
ment agencies under their restrictive 
laws of operations were able to meet. 


Made Foundation Loans 


ie an endeavor to alleviate this situa- 
tion, a bill was introduced in Con- 
gress in the winter of 1923 and 1924, 
known as the Norbeck-Burtness Bill. 
The substance of this bill was that the 
farmer was to be supplied by the gov- 
ernment with a long term credit for the 
purchase of livestock. Although the bill 
met with the approval of President 
Coolidge and the Administration, it was 
killed in Congress. Believing that the 
theory was sound, President Coolidge, at 
the suggestion of Mr. Hoover, then 
Secretary of Commerce, called a number 
of the business leaders to Washington 
to take such steps as might be con- 
sidered practicable in bringing about a 
better balance to our agriculture. 

It was suggested that the industries, 
railroads, banks, and insurance com- 
panies subscribe for $10,000,000 of the 
bonds of a corporation to carry on such 
a work. The suggestion was promptly 
complied with and the Agricultural 
Credit Corporation was launched in 
February, 1924. Only $6,000,000 of the 
$10,000,000 subscribed was ever called. 
This came from 434 individual subscrip- 
tions, ranging from a few hundred 
dollars to several hundred thousand. 

In order to stabilize conditions in 
the Ninth Federal Reserve District, the 
first six months of the corporation’s 
activities were devoted mainly to mak- 
ing loans to banks, based principally 
on their slow and frozen assets. Loans 
of $5,700,000 were made to or for the 
indirect benefit of 236 banks in five 
states. With the good crops of 1924 this 
work was discontinued and its activities 
confined to loaning direct to the farmer. 

The directors of the corporation had 
no precedent to follow in working out 
a plan. It was concluded that if some 
aid could be given the farmer through 
loans for foundation livestock, a for- 
ward step would be taken in assisting 
him to work out his difficulties—such a 
loan to draw a low rate of interest and 
to be paid on the installment plan from 
the income of the animals. It is only 
through individual effort that any man 
can ultimately solve his own problem, 
whether he be an eastern manufacturer 
or a Northwest farmer—assisted though 
he may be. 
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following plan was adopted 
which has been carried out with little 
change. A loan not to exceed $1,000 is 
made to any farmer showing a satisfac- 
tory financial statement. This loan is 
due in three years and payable on the 
installment plan, 30 per cent the first 
year, 30 per cent the second year, and 
40 per cent the third year, with interest 
at the rate of 6 per cent per annum on 
the unpaid balance thereof, A chattel 
mortgage is taken on the animals pur- 
chased, and in some instances additional 
security is required, dependent on the 
financial showing of the applicant and 
the amount of cash paid down on the 
purchase. 

It is required that a committee be or- 
ganized in every community that is in- 
terested in obtaining loans. This com- 
mittee usually consists of a represen- 
tative farmer, banker, and merchant, 
one of whom, generally the banker, acts 
as secretary and carries on the corre- 
spondence. In addition, where there are 
county agents, they cooperate closely 
with the committee and in many in- 
stances they have even acted as secre- 
tary for the whole county in order that 
their territory might secure the neces- 
sary results. All applicants must be 
recommended by the committee but the 
committee does not guarantee the loan. 


When the application is approved by 
the home office, either the cattle or sheep 
are purchased and shipped to the 
farmer, or if the animals are secured 
locally the local secretary completes the 
transaction. This work is not carried 
on without considerable individual work 
and solicitation by the committee. As 
a general thing, they have been very 
conservative and very rarely do they 
recommend an applicant who has not 
been able to work out. The communities 
which have received the most benefit 
are those where the committees have 
been most energetic. 


Suspicious at First 


7 IVESTOCK purchased by the corpora- 
tion is sold at actual cost plus a 
nominal charge that includes the ex- 
pense of purchasing and also includes 
insurance against fire, lightning, wind- 
storm and tornado for three years. If 
the farmer can secure satisfactory 
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animals locally the corporation is glad 
to finance him for the purchase on the 
regular terms with a small financing 
charge, which includes insurance before 
mentioned. However, precaution is 
taken in financing animals purchased 
locally as no good results can be obtained 
if the quality of the animals in the 
community is not built up. 

The corporation is not _ operated 
for profit. It has been satisfied with a 
small return on the investment and con- 
vinced that improved conditions would 
bring increased revenue to the North- 
west that would repay many times the 
supporters. 

At first the program was received 
with some suspicion by the farmer, local 
banker and business man in the country. 
However, after it had been in operation 
six months to a year and it was dis- 
covered that the farmer could easily re- 
pay the loan from the income from the 
wool, lambs and cream and show a fine 
profit in addition, applications came to 
the office at a greatly accelerated rate. 
These applications have continued to 
come in until the funds made available 
annually by the directors have been ex- 
hausted. The program has met with a 
success which, from the standpoint of 
the borrower and the lending organiza- 
tion, has been very gratifying. 

The accompanying statement shows 
the operations of the corporation from 
July, 1924 to June 1, 1929. 


Saved by Sheep 


a corporation has confined its live- 
stock operations to the states of 
North and South Dakota, Montana, 
northern half of Minnesota and two 
counties in the northern peninsula of 
Michigan. Loans have been made in 
approximately 1000 different communi- 
ties in this territory. 

A sheep buyer is maintained who goes 
as early as February into the western 
range sheep states and makes contracts 
for part of the sheep needed for the 
season. Before the first of May this 
year the corporation had over 42,000 
sheep under contract for delivery to the 
farmers of Minnesota and the Dakotas 
during the summer and fall. By thus 
purchasing and shipping in large quan- 

(Continued on page 288) 


No. oO. 

Sheep: Farmers Animals 
Wisconsin 
Michigan 
Minnesota 
Montana 
North Dakota 
South Dakota 30,484 
257,538 


Cattle: 
Michigan 
Minnesota 
Montana 
North Dakota 
South Dakota 


Boys’ and girls’ club loans, etc. 


Net Amount of Livestock Loans made to 9,748 farmers.... 


Repayments 


Net Amount of Livestock Loans in force June 1, 1929... 


1,841,507.98 


$2,732,193.48 


Total 
Amount 
Loaned 

$2,719.00 
937.44 
385,879.19 
171,362.15 


Net Amount 

Loans in Force 
$189.90 
937.44 
195,109.36 
75,622.19 
881,415.68 
166,702.05 


$1,319,976.62 


Repayments 
$2,529.10 


190,769.83 

95,739.96 
960,092.30 
163,085.67 


$1,412,216.86 


329,787.72 


$4,233.37 1.03 
282,960.36 5 
206,109.98 139,801 
449,730.73 257,887.20) 
161,177.33 137,908.49 


$1,104,211.77 $784,733.25 
$20,160.49 $15,718.96 


$4,657,017.95 
2,536,589.12 


$2,120,428.83 


707,617.93 
299°085.82 


$1,888,945.02 
$35,879.45 


¥ 28 147 $16,844.40 
6,018 519,485.72 
8,626 
3,242 
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Now Those Accounts 
Are Making Money For Us!”’ 


EFORE you throw out so-called “unprofit- 
able’”’ accounts, be sure you’ve done every- 
thing you can to cut the cost of handling them. 

Realizing the need everywhere for a more 
efficient method of endorsing checks, the American 
Perforator Co., manufacturer of check cancelling 
machines since 1910, has now perfected a check 
endorsing machine which enables the adding 
machine operator to endorse checks at the same time 
he lists them. 

During the past six months the new American 
Endorser has been in use in some of the largest 
banks in the country—and in some of the small- 
est. And everywhere bankers find that it not only 
eliminates the labor of hand- 
stamping, but actually speeds the 
listing. THE ADDING MACHINE 
OPERATOR DOES TWO JOBS 
MORE QUICKLY THAN HE 
FORMERLY DID ONE. 

Instead of turning the checks 
completely over as he lists them, 
and stopping every so often to 
stack the pile, he simply turns 
them half way over and drops them 


—and the Endorser does the rest, automatically 
stacking the endorsed checks in the same order 
they are listed. 

Banks are finding that this one saving alone 
often spells the difference between profit and loss 
on a number of their accounts. 

If you have not done so already, adopt a gen- 
eral endorsement (“Pay to Any Bank or Banker’) 
good for both clearings and transit, and endorse 
as you list—with an American. Besides the sav- 
ing in labor, you will get cleaner, clearer endorse- 
ments, every check will be endorsed- -no “‘missed”’ 
checks, and you will be able to work right up to 
the last minute for clearings and transit. 

It’s the modern way, the safe 
way, the money-making way. At 
a cost of but 10c per day (based 
on the demonstrated life of the 
machine) you will save at the very 
least an hour’s labor per day—even 
if your bank is among the very smallest. 

Whatever the facts about your 
bankmay be, get the facts about the 
new American Endorser. The cou- 
pon below will bring them to you. 


Cut Check Cancelling Expense, Too— 


Pins and clips concealed in checks too often 
dull, bend or break perforator needles. 
American needles are 55% stronger than 
ordinary perforating machine needles, yet in 
addition to this additional strength any 
clerk can easily and quickly install new 
American needles in the American No. 
22 or larger models. 

Don’t be handicapped by having to revert 
to old-fashioned methods of hand-cancel- 
lation every so often while your perforat- 


ing machine is at the factory for repairs. 

If your machine is punching illegible can- 
cellations—wasting the time of your oper- 
ator and everyone all down the line—replace 
it with a machine where your clerk can re- 
place the needles. 

Just send us a sample of the perforation it 
makes—that’s all we need. We’ll quote you 
a liberal trade-in offer for a new American 
that will put an end to your perforator 
troubles. Use the coupon below. 


Modern Way Is the American Way’”’ 


AREERECAR 


“EX DORSIANG CAN CELELEING- 


THE AMERICAN PERFORATOR Co. - CHICAGO - NEW YORK - SANFRANCISCO - Established 1910 


AMERICAN PERFORATOR CO., 615 W. Jackson Blvd., Chicago, Ill. : 
Please send me, without obligation, complete details on The new American Endorser, and the 0 Hand, (1) Foot-Power, (1) Automatic Electric Per- 
forators, with a () Quotation on your trade-in allowance on our old perforating machine, a sample impression of which is enclosed herewith. 


When writing to advertisers please mention the American Bankers Association Journal 
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IMPLIFYING SELLING 


SOMETHING NEW AND MODERN 
IN THE OIL BURNER BUSINESS THAT 
WILL INTEREST MANY BANKERS 


O bankers we present these de- 

velopments in oil heat, because of 

our knowledge that this business 
holds substantial present and future 
profit possibilities for men seeking sound 
business opportunities. And the wise 
man counsels with his banker in consid- 
ering such moves. 


* * * 


A splendid automatic oil burner has been 
developed for the home of average size 
or smaller. 


It reduces first-cost so definitely as to 
open a brand new field for the sale of 
oil heating equipment. 


It eliminates noise—a matter of first im- 
portance in the smaller home. 


It greatly reduces any past requirements 
for service and attention to the burner. 


It is the product of long and successful 
experience in this field of heating homes 
by oil. One of the greatest developments 
to date made by KLEEN-HEET, and ac- 
knowledged among the makers of good 
oil burning equipment. 


So remarkable is the operation of this 
Improved Challenger model KLEEN- 
HEET that it makes possible a real in- 
novation in the selling and demonstrating, 
to home-owners, of oil burners: an 
amazing “Close Up” Test. 


A chair is placed close to the burner. 
You take this seat and attempt to tell 
when the burner is operating, and when 
it is not. There is no sound at all. There 
is no vibration of any kind. 


Nothing of the kind has ever before been 
possible. 


And sales made in precisely this way, 
with almost no other discussion, are set- 
ting new, all-time records in oil burner 
selling ! 


These facts should be of interest to any 
client of yours who may be seeking a 
sound business opportunity. And _ this 
is but a small part of the story. 


To you, or to anyone you name, we shall gladly send a clean-cut story of the Kleen-Heet 
opportunity in any given territory. Address: THE WINSLOW BOILER & ENGINEER- 
ING COMPANY, 844 Rush Street, Chicago, New York, Galesburg, III. 
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Experiments in Regional 
Forecasting 


By JOHN H. LIBBY 


Business Forecasts for Small Cities and Communities is Next 
Step in Providing Accurate Working Knowledge for Banks and 


Commercial Enterprises. - 
Entire Industries Fall Short of the Average 


USINESS forecasting is becoming 

a fine art. The old familiar gen- 

eral forecast, wide in its scope 

and general in its application, is 

giving way predictions of business 

trends in specific regions. Forecasts 

which have been of great value to basic 

industries operating on a national scale, 

but which are often only vague and dis- 

turbing to the local banker or merchant, 

are being refined so that these smaller 

business units may have specific infor- 

mation on the course of events in their 
own territory. 

The regional forecast like its prede- 
cessor, the general forecast, is the out- 
growth of a pressing need of banks and 
business men for more detailed informa- 
tion. Before the war, the United States 
was distinctly behind the great indus- 
trial countries of Europe in the collection 
of all kinds of business statistics. After 
the beginning of the war, the tremen- 
dous fluctuations of commodity prices 
and their accompanying labor upheavals, 
and particularly the disastrous panic of 
1920-21, gave rise to an urgent demand 
for information which would give some 
warning of the approach of trouble. 


Results Were Magical 


HE leaders ‘in the search for infor- 

mation were the banks, many of 
which had suffered severe losses on loans 
made on expanded inventories manufac- 
tured and purchased at peak prices just 
before the slump took place. Many of 
the larger institutions employed their 
own economists, as did numerous manu- 
facturing concerns and trade associa- 
tions doing business over the whole coun- 
try. The result was the system of sta- 
tistics of production of commodities, 
electric power, crops, prices and other 
activities which make the business sta- 
tistics of the United States the envy of 
all other industrial countries. 

The effects of this information on busi- 
ness have been little short of magical. 
Manufacturers and merchants who used 
to carry huge inventories of goods have 
been able to study the trends of prices 
and production and to purchase quanti- 
ties of goods just sufficient to carry on 
with current business. Turnover has in- 
creased. Future trends are more clearly 
discernible and business can be carried 
on with a precision and confidence that 


A New Field 


range predictions 
for small areas are de- 
veloping slowly but it is 
pointed out here that if 
general regional forecasts 
can be made that will result 
in anything like the same 
degree of stabilization of 
local business that has fol- 
lowed the introduction of 
statistics and forecasts for 
the country as a whole the 
gradual perfection of more 
detailed and scientific 
methods may well be await- 
ed. This article describes 
what can be done in the 
new field. 


would have been deemed incredible ten 
or fifteen years ago. 

But there is still something lacking. 
The forecasts of business are still too 
general to have any but a very broad 
application. The large city banker may 
be able to tell when business is on the 
wane throughout the country, because 
he sees that unfilled orders for steel ton- 
nage are declining. Certain types of 
financing in that case might better be 
put off. 


' Needs of the Small City 


B22 thé banker in the small city would 
have a hard time to decide from the 
reports of unfilled steel orders whether 
or not it would be wise to finance an 
expanding fall stock for a local depart- 
ment store. ‘The chief executive of a com- 
pany manufacturing a nationally adver- 
tised' and distributed article might pur- 
sue.a cautious policy as to plant expan- 
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National Surveys Which Cover Only 
Requirements. 


sion or new financing because he sees 
from the general forecasts that business 
throughout the country may be expected 
to be quiet. But his sales manager would 
still be at a loss to pick out the district 
in which to establish new agencies and 
employ additional salesmen, or those in 
which he should reduce his sales force. 

In other words, general business fore- 
casts are of benefit chiefly in the deter- 
mination of long range policy for entire 
industries. They are not particularly 
helpful in the solution of strictly local 
or regional problems. There are excep- 
tions to this, of course, in cases where 
a city or locality is dependent on a sin- 
gle factory or group of factories such as 
steel mills or automobile factories whose 
prosperity can be immediately deter- 
mined by the general prediction for the 
industry as a whole. Most communities 
are not of this types. The average Amer- 
ican city has a good deal of diversified 
manufacturing and is usually dependent 
to some degree on a surrounding agricul- 
tural territory. It is for the bankers, 
manufacturers and merchants of such 
cities that the regional forecast is most 
needed and also for the guidance of the 
sales managers of the nationally dis- 
tributed articles having agencies in the 
districts in question. 


A Recent Experiment 


qu regional forecasts are already 
available in certain industries. Most 
of these are related to activities over 
which government, local or Federal, ex- 
ercises some degree of control. Thus 
one agency compiles accurate statistics 
of building permits issued which can be 
used to forecast operations in the imme- 
diate future in that activity. 

While this is very important, it falls 
short of general requirements of, say, 
a banker, as it does not indicate the 
trend for more than a short time in ad- 
vance. However, in cities, if the building 
permit figures are checked against the 
advertising space wanted and space for 
rent or sale in the major classes of build- 
ings, residential, office-and industrial, a 
definite trend for building in that city 
can be determined for some time in the 
future. 

Some years ago one of the large motor 
manufacturing companies undertook to 
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The Next Step in Bank Taxation 


By THORNTON COOKE 


President, Columbia National Bank, Kansas City, Missouri 


Three Guiding Principles Reflect the Present Tax Situation. 
Aggregate of Taxes Is Going Up Instead of Down. Fundamental 
Changes in Bank Taxation Are Coming All Over the Country. 
Bankers Must Take Active Part in Shaping All These Changes. 


OR the past half dozen years or so 

most of the states of the Union 

have been changing and remod- 

eling their tax systems. Taxation 
has been in a state of flux, but these 
experiments with revenue laws have 
produced some general principles on the 
subject of taxation which definitely 
point the way for the future. 

The first of these principles is that 
whatever a state may do about its meth- 
ods of assessing taxes, the aggregate of 
taxes is not going to come down, it is 
going up. 

The next is that early and funda- 
mental changes in bank taxation are 
coming all over this country, and in fact 
are in progress now. 

The third principle is that bankers, 
who are and ought to be leaders in their 
respective communities, will have to take 
an active part in shaping these changes 
or they will be run over by them. 


More Money Will Be Spent 


Ww do I say that taxes in the ag- 
gregate are going up instead of 
down? Because the communities are 
going to do more, not less. They are 
going to take over not fewer but more 
of those tasks which a generation ago 
were undertaken individually or not at 
all. That means that more and more 
money will have to be spent. 

We talk about the waste in public 
expenditure. Just where is it? I will 
admit that a representative government 
can never be as efficient as a despotism, 
but the benefits to the people from that 
form of government more than offset 
the waste in revenues. 


There Are Some Frills 


> peg anyone want our expenditure 


for education cut down? That ab- 
sorbs 25 per cent of the total amount of 
taxes raised in this country, state and 
national. Would anyone like to curtail 
expenses for the protection of persons 
and property? That takes 24 per cent 
of all the taxes raised in the state and 
nation, and includes provisions for 
future wars and the expenses accruing 
by way of the support of veterans and 
otherwise for past wars. Does anyone 
want to see expenses for highways cur- 
tailed? They absorb 18 per cent of all 
the taxes raised in this country. We 
want not fewer highways but more; 
good highways, too, with all the cement 


Escape Taxation 


A CHANGE in the present 
system of taxation in 
rogue in this country is 
advocated here on_ the 
ground that too much 
criticism from two impor- 
tant classes of taxpayers, 
the owners of real estate 
and the bankers. The 
method proposed is to reach 
the vast volume of in- 
tangible wealth which has 
grown up almost unnoticed 
and thereby make a more 
equitable distribution of 
the burden. The case for 
the banks is presented with 
unusual clarity. 


in them that the specifications call for, 
and then we might even raise that 18 
per cent a bit. 


Perhaps as to education some saving 
could be made. There are some school 
buildings put up largely for the purpose 
of enabling the members of the board of 
education for the time being to put their 
names on the cornerstone; there are a 
few buildings far in advance of the re- 
quirements of the community they serve. 
There are also some frills attached to 
education that could be dispensed with. 
However, if everything anyone says 
ought to be cut out of the educational 
program were cut out, you could not see 
the difference in the terms of the na- 
tional income absorbed by it. 


He Was Highly Indignant 


NE day last year a Kansas ranch- 

man who does business with our 
bank, came in simply frothing at the 
mouth because the taxes on his ranch 
in western Kansas had been raised in 
order to send out a bus to gather the 
children in the township and take them 
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to a central school. But practically 
everyone wants the children in the rural 
district educated. Popular education has 
been a source of national pride and has 
proved its worth. 


On the same day that ranchman called 
a rich real estate owner in Kansas 
City came in. He was highly indignant 
because they were putting in a swim- 
ming pool in the new junior high school. 
My daughter was going to that high 
school as soon as it was completed, and I 
regard swimming as much a part of 
her education as anything else. It costs 
money to put in the cooking department 
and equip it, but I do not think anyone 
should object to taxes for these things. 


Take street lighting. Does anyone 
want to cut down on that? How in the 
world could we fight the crime wave if 
we did? If the appropriations for ag- 
ricultural experiment stations were done 
away with or their activities crippled, 
how in the world should we fight the 
cotton weevil, the corn borer, and other 
insects that are competing with man for 
the fruits of the earth? 


Paid Taxes on Losses 


NE-EIGHTH of the national income 

is now going for public purposes. 
It is a question of the distribution of 
taxes rather than the total. The total 
amount will not vary except upwards. 
That is why I said that the aggregate 
of taxes was not coming down, and 
thinking that it is a question of distri- 
bution is the reason I say that there is 
a fundamental change coming and that 
it is for the bankers to concern them- 
selves with it. What form should that 
change take? 


Let’s see where the taxes have been 
raised so far. Land—right out there 
in the open where the assessor cannot 
overlook it if he wants to. Livestock— 
in Missouri they get part of the live- 
stock; I suspect that more than one 
farmer fudges on the number of head 
of cattle he reports. Bank stock—all 
of it; we publish our reports from three 
to five times a year in the different 
states; the assessor knows to a penny 
what our capital surplus and undivided 
profits amount to and he puts it down 
at 100 per cent in Missouri. And in 
many cases, the banks have been pay- 
ing taxes on losses, because of the un- 
easiness that might arise in the com- 
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L. resources, in policy, and 
in performance, throughout 
two-thirds of a century, 
the First National Bank of 
Chicago has proved a thor- 
oughly satisfactory corre- 
spondent. 
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Howarp Savincs INSTITUTION 
Newars. NJ 
ASSETS § 54.000.000 


July 11, 1929. 


Monroe Calculating Machine Co., 
grange, ‘ 
New Jersey. 


Gentlemen, 


Sometime ago we ch our method of computing e 
interest, and introduced e method of paying interest on 6, 
deposits from the day of deposit. We felt at that time 
it was necessary to introduce calculating machines, and 


after making a thorough survey of the field, we adopted 


and installed eight of your KA-165 machines. ; e 
rm The installation of these machines under the aV In 
direction of your efficient demonstrators yas accomplished : 


in a very short while, and have proved very satisfactory 


for the work for which we use them. Not only was the 

installation and instructions properly attended to, but ‘ 
the service (such little as we have required) is prompt 

and efficiently given. , 


We take great pleasure in recommending the use 


of the Monroe Calcylating Machines for the line of 

work above mentioned, knowing from our experience they 

will prove thoroughly satisfactory. , 
‘Yours very truly, 


it HIGH SPEED ADDING-CALCULATOR 


HE Howard Savings Institution of Newark, with the largest deposits of any mu- 

tual savings bank in New Jersey, has solved the problem of computing interest. 

After thorough investigation and consideration of every phase of mechanical 
figuring, they adopted the Monroe Adding-Calculator, which because of its 
simplicity, could be operated by their regular clerks after a very short period 
of instruction. 

What their letter says about Monroe Service reflects the experience of many 
banks that are listed among our users. 


MONROE CALCULATING MACHINE COMPANY INC:ORANGE-NEW JERSEY 
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Forces That Make for Prosperity 


By O. MAX GARDNER 


Governor of North Carolina 


The Ability to Cater to Desire. The Power and Means to Adapt 
Output to the Changing Moods and Modes. Advantages of the 
Merger. Conservation of Life and Health. Scientific Taxation and 
Efficiency in Government Necessary for Continued Prosperity. 


HAT American prosperity is a 

puzzle has been asserted so fre- 

quently and in so many lan- 

guages that the statement itself 
may now be considered an international 
platitude. When American business, be- 
ginning in 1921, lifted itself from the 
ashes of dashed hopes and liquidated in- 
ventories and began falteringly to pick 
its way up the tortuous paths of new 
endeavor, and particularly when, later, 
its wheels of production began to turn 
faster and faster and the normal was 
approached and profits began to come in, 
students from the whole world came 
here to study our industrial system and, 
if possible, to discover the secret of its 
mounting success. That each observer 
who has ventured an answer to this 
riddle of American prosperity has im- 
mediately found himself in disagreement 
with all the rest suggests the variety of 
the explanations which have been of- 
fered. 

Prosperity is an obscure and complex 
thing. The very term is highly relative 
in its nature and yields to no universal 
standards of measurement or compari- 
son. For Europe, the supreme problem 
is one of rehabilitation. This, and a liv- 
ing wage, would be there regarded as 
prosperity, while in America, whose eco- 
nomic system came almost unscathed out 
of the war, prosperity is defined in terms 
of industrial supremacy and a high 
standard of living. As Paul M. Mazur 
points out in his extremely interesting 
book, “American Prosperity”—“Our in- 
dustry is faced with the odd problem of 
feeding those who are not hungry and 
of clothing those who are already warm- 
ly clad.” 

Fundamentally, however, prosperity 
may be at least negatively defined. In 
the first place, general prosperity is pos- 
sible only to the extent that raw mate- 
rials are processed and adapted to sup- 
ply and are made to supply human 
needs; and, in the second place, this 
process is, in its broadest sense, depen- 
dent upon the elimination of waste. 


Victory a Matter of Residues 


A= is shipwrecked and left strand- 
ed on an island. He is the sole in- 
habitant. 
only to the extent that he is able to 
adapt the raw materials at hand to his 


He will become prosperous 


needs. If he has corn or potatoes, he 
will plant some and the crop will afford 
him sustenance. He may kill an animal 


and use the skin for a covering for his 
body. He may set up a lean-to of poles 
and thereby provide shelter. This is, of 
course, in the very primitive realm of 
bare essentials to survival, but the de- 
gree to which our man Friday succeeds 
in adapting that which is already there 
to his human needs, to that degree will 
he be prosperous. And if, in planting 
his crop, he feeds part of a limited sup- 
ply of seeds to the birds, that part will 
be wasted and to that degree the process 
of supplying his needs will be retarded. 

By what process, then, may our man 
Friday achieve prosperity? What shall 
be his method of approach? What fac- 
tors, within his control, may he employ 
for the promotion of his economic happi- 
ness and self-sufficiency? 

Obviously the first requirement is in- 
dustry. If he is to make the desert blos- 
som and provide against the bodily dis- 
comforts of exposure to the elements, 
he must work hard and intelligently. 
But it is not enough to work and pro- 
duce. He must save, for independence 
is to be found not in mere exertion, or 
even in the gross product of the process 
of creation, but in the margin which 
represents an accumulation over and 
above immediate needs. The late Mar- 
shal Foch said victory was a matter of 
residues and remainders. This is as true 
in the realm of economics as it is in that 
of military strategy. Only saved in- 
come contributes toward ultimate free- 
dom from financial worries. 


Transition From Necessity to 
Desire 


Bo let us take a look at our man 
Friday in a different setting. Sup- 
pose that he has been rescued from the 
rude prosperity of his island home and 
that now he is a director and chairman 
of the loan committee of a bank in 
North Carolina. His friend Jones, pres- 
ident of the X cotton mill, has just 
poured into his ear the trouble of the 
textile industry in general and of the X 
mill in particular. He wonders what it 
is that makes some businesses prosper 
and others languish. And, wondering, 
he begins to speculate on the basic dif- 
ferences between economic conditions 
here and on the island. 

There, the main problem was one of 
production. Here, it is one of markets. 
There, economic security resulted from 
long hours of work and unremitting ac- 
tivity. Here, the product of these same 
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factors is a saturated market and goods 
piled up in warehouses. 

And now let us suppose that director 
Friday’s reverie is interrupted by an 
automobile salesman who would doubt- 
less proceed in somewhat this fashion: 
“Mr. Friday, any car will get you there 
and bring you back. Your problem is 
not merely one of transportation: you 
want style and that extra margin of per- 
formance which gets you there zestfully 
and thrillingly. The new Moonbeam is 
a car intended for connoisseurs among 
motorists, that exclusive circle whose 
careful discrimination is satisfied with 
nothing less than Moonbeam’s eager 
power, easeful riding comfort, exquisite 
fineness and unforgettable beauty.” 

Has not the automobile saiesman in- 
dicated the fundamental difference be- 
tween the economic picture of North 
Carolina and America and that of primi- 
tive society? In the latter, life pro- 
ceeds on the level of necessity; in the 
former, it is to an amazing degree or- 
dered along the lines of desire. “Our 
problem is to feed people who are not 
hungry and to clothe people who are al- 
ready warmly clad.” A car that will get 
us there and bring us back is not 
enough; we want an extra margin of 
performance, sparkling style, newness. 
“Life hates monotony, but loves 
rhythm,” asserts Mr. Dorsey, in his 
book, “Why We Behave Like Human 
Beings” and the rhythm of America is 
ceaseless change. We have not time to 
wear out anything before it becomes out 
of style or obsolete. 


Adaptability a Force for 
Prosperity 


T the head of the forces or factors 
making for prosperity, I place adapt- 
ability. A prominent financial service 
states in one of its bulletins: “The most 
promising securities are those which 
represent companies in a position to take 
advantage of our national progress and 
the new developments in science.” We 
have seen that the task of satisfying the 
changing tastes of the public and the 
characteristically American desire for 
things that are new is one of industry’s 
major problems. But this is only one 
aspect of the general problem. Science 
has revolutionized our methods of living. 
Our transportation, amusements, labors 
—even our diet—have been affected. 
Who, twenty years ago, could have pre- 
dicted the present gigantic size of the 
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automobile industry? Or the astonish- 
ing developments in the field of radio? 
Or the evolution of the motion picture? 
Or the flying machine? Or the process 
of refrigeration? The influence of sci- 
ence upon human life and activity is in- 
calculable and # is a significant fact 
that only those progressive companies 
which have kept abreast or ahead of the 
times have prospered. 

Our first suggestion, then, resolves it- 
self into an inquiry as to the nature of 
the forces which make for adaptability. 
And one answer to this is financial 
strength. 

For the last fifty years in this coun- 
try, little enterprises have been disap- 
pearing and big businesses have been 
growing bigger. In connection with this 
striking trend in our economic life, Mr. 
Mazur aptly paraphrases the famous 
soliloquy of Hamlet: “To merge or not 
to merge is the question uppermost in 
the mind of many a prince of the mod- 
ern business: whether ’tis better to suf- 
fer the torments of competition and the 
dangers of individual strength or lose 
one’s individuality in the benefits to be 
derived from union with other institu- 
tions.” 

Now it is not my purpose to suggest 
that in consolidation is to be found an 
immediate panacea for all our industrial 
ills. Competition has always been and 
will continue to be, in varying degrees, 
the life of trade. And mere size is 
scarcely more indicative of efficiency 
than it is of corruption. Moreover, 
individual initiative must remain the 
cornerstone of all industrial progress. 


The Advantages of Merger 


N the other hand, there are certain 

very far-reaching, if very simple, 
advantages to be derived from merger. 
And one of these is the financial strength 
to make the plant changes necessary to 
keep abreast of the modern develop- 
ments of science and of the constantly 
changing tastes of the American con- 
sumer. Large size offers industry the 
elements of strength and security that 
express themselves in economies and 
profits. Other advantages that may be 
listed include the possibility for quantity 
production with the resultant lowering 
of costs, control of output to conform 
to demand, reduction of selling costs, 
one advertising campaign and one over- 
head. Still other advantages are the 
profit-making possibilities in the acqui- 
sition of business whose types are allied 
to the parent company and whose re- 
sults can be improved under consolidated 
operation, diversification of output and 
markets, and yet greater specialization 
and standardization in manufacturing 
processes. 

The need for capital explains many 
bank mergers. Banks are limited in 
their lending, in the case of any one 
borrower, to a certain percentage of 
their capital and surplus. Frequently 
in these days of colossal borrowing, 
banks are compelled to merge in order 
to increase their capital and surplus to 
a figure that will enable them to meet 
borrowers’ requirements. 
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In the textile industry, there are even 
more immediate and impelling motives 
for consolidation. Unless production is 
controlled and the guerilla warfare 
which results from unrestricted com- 
petition eliminated, the hope of the 
rehabilitation of this industry is desper- 
ate indeed. It would seem that the 
rather obvious wisdom and even neces- 
sity of the producer’s possessing un- 
questioned title to and control over his 
own sales agency and his own sales 
market would have accelerated and ac- 
centuated the merger process in this 
industry long ago. It is interesting and 
somewhat singular that the textile in- 
dustry is the only major industry in this 
country which has remained almost 
entirely unaffected by this modern 
economic trend. 

But the keystone in the arch of the 
modern economic structure is adapt- 
ability. More and more life proceeds 
along the level of desire, and change is 
the order of the day. Even so recent 
and attractive an allegiance as that of 
business men of yesterday to standard- 
ization is being supplanted by the new 
love for variety and things that are 
different. And as the grim and un- 
interesting spectre of necessity is pushed 
farther and farther over the horizon 
of our everyday life, the glow in that 
East where desire begins will unques- 
tionably deepen. 


Conservation of Life and 


Health 


HE relation between economic waste 

attributable to preventable illness 
and the general subject of prosperity 
is something which I approach with 
some diffidence. How much is a mother 
or a wife or a child worth? The ques- 
tion leaves one cold, for life, in its full 
implications, cannot be measured in 
terms of money. Life and health have 
a much higher and deeper value for us 
than material things: in fact, they give 
value and meaning to everything else. 
This factor of preventable illness and 
death amounts to a large item of 
economic waste. Sickness and impair- 
ment constitute a problem so large as 
to touch every individual life, and so 
important in our political and economic 
life as to be a matter of the first con- 
cern to everyone who has risen to the 
level of citizenship. 

According to statistics which are ac- 
cepted as being authentic, the average 
individual, between the cradle and the 
grave, spends one-fortieth of his time in 
bed because of incapacitating illness. 
The average worker loses two per cent 
of his time on account of illness, or a 
fraction more than seven days a year. 
And for every person who is bedridden, 
there are at least two physically im- 
paired to the extent of ten to fifty per 
cent of their efficiency. 

The people of the United States are 
paying for the treatment of disease not 
less than $2,500,000,000 a year, or $20.83 
per capita, or approximately $100.00 per 
family. 

In addition to the expense for medical 


September, 1929 


services imposed by disease, there is an 
estimated annual loss to the people of 
the United States of $2,000,000,000 as a 
result of decreased wage-earning ca- 
pacity. 

Much of it is preventable our common 
sense and experience teach us. In 
North Carolina the Public Health De- 
partment has cut infant mortality from 
7596 deaths per 100,000 population in 
1917 to 6594 in 1927, and this in the 
face of a half million increase in popu- 
lation over this period. Deaths from 
typhoid fever have been reduced from 
726 in 1917 to 226 in 1927; from 
malaria, 292 in 1917 to 55 in 1927; from 
diphtheria, 308 in 1917 to 278 in 1927; 
from tuberculosis, 3402 in 1917 to 2578 
in 1927. Pernicious malaria has been 
wiped out entirely and the span of life 
in North Carolina has been extended 16 
years in the past ten years. Indus- 
trially, sick labor is always a liability. 
To treat disease does not always pay, 
but to prevent it never fails to show a 
profit. As another factor making for 
prosperity, then, I should suggest pre- 
ventative medicine. Few of us realize 
the value of our vital capital. It ex- 
ceeds our material wealth by five to 
one. It costs money to raise human 
beings to the point of self-support, but 
when they begin to work they produce 
a great deal more than they cost. 


Efficiency in Government 


HERE is one other factor which has 

a direct bearing on prosperity. It is 
the problem of reform in taxation and 
the introduction of efficiency in state 
and local government. 

And when I say this, I am aware that 
compared with some other states, our 
scheme of taxation does not show up 
unfavorably but we must improve our 
system of taxation. 

Theoretically, I suppose everyone be- 
lieves in an efficient organization and 
administration of government to the end 
that it shall furnish satisfactory service 
at the lowest total cost. Yet, in the 
face of this general and somewhat vague - 
attitude on the part of our people, the 
cost of government, and particularly 
local government, has reached a _ point 
where, if we do not get the same service 
for less money, or more service for the 
same money, we are going to have to 
curtail our public services or we are not 
going to be able to foot the bills. From 
1920 to 1928, the total indebtedness of 
local governments in North Carolina 
increased from $94,000,000 to $385,000,- 
000, a 300 per cent increase in eight 
years. Now the public debt of local 
governments should have increased over 
this period, but that even a reasonable 
percentage of this total sum has been 
expended to the best advantage no one 
would seriously contend. Of this debt 
$42,000.000 was incurred in 1921 and 
1922 when interest charges were at the 
very peak. The average interest rate 
charged for this $42,000,000 was 5.9 per 
cent. 

Too much is clipped from the dollar 
paid by the tax-payer before that dollar 
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The Seal that 


Endorses an Investment 


A banker of repute is chary of “recommending an 


investment.” Before he goes that far it is probable 
that he has conducted a careful, thorough investi- 
gation and has been entirely satisfied regarding the 
security of principal and interest . . . 


. or he has looked for and found the seal and 
guarantee of General Surety Company. These 
serve as an unconditional, irrevocable, absolute en- 
dorsement of the investment on which they appear. 


Before we endorse an investment we carefully 
investigate not only the security but also the 
company which issues it. 


GENERAL SURETY COMPANY 


340 MADISON AVENUE, NEW YORK 
Capital and Surplus $12,500,000 


Under Supervision Insurance Department State of New York 


When writing to advertisers please mention the American Bankers Association Journal 
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... this UNION 


0 


N addressing our first joint statement 

since the union of these two great banks 
was announced, we are constrained to look 
back a few years into Chicago’s financial 
history. 


50 years ago—the State Bank of Chicago 
was founded. Firmly intrenched in the 
minds of its founders were these fundamen- 
tal principles: To counsel with men as 
neighbors. To meet the problem of the in- 
dividual with generous understanding. To 
win—and merit—the lifelong loyalty of its 
friends. 


67 years ago—The Foreman National 
Bank was founded. Had the charters of 
these two banks been drawn at the same 
council table, their ideals could not have 
paralleled more closely. Through the years 
—the founders of this bank have lived and 
worked for an ideal. 


“To deal humanly with our clients, to 


STATE BANK 


share the common interests of our friends, 
to serve with generous understanding on a 
common ground with our patrons, to make 
this a bank where people feel at home.” 


For years these two great banks have 
prospered as neighbors. They have been 
warm, friendly institutions with constant 
policies—unvarying ideals. They have grown 
to recognize in each other the identical 
principles upon which the success of each 
has been assured. 


It was but a natural sequence —that one 
day these two banks should unite, in the 
interests of greater service to their patrons. 


The union will result in one bank of 
greater warmth and friendliness, and greater 
service to all who enter its doors. 


To this end, we jointly pledge to our 
friends the same personal attention, the 
same officers to a man, in the new and 
greater institution. 


OF CHICAGO 


La Salle and Monroe Streets 


BANKING IDEALS 


THE FOREMAN NATIONAL BANK 


THE FOREMAN TRUST AND SAVINGS BANK 
La Salle and Washington Streets 
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Profits and the Census 


By CARL WILSON 


Decennial Census to be Taken Next Year Will Bring to Light 
Hitherto Uncompiled Facts and Figures on Business. Field of 
Distribution to be Included in Usual Canvass of Population, 


Agriculture and Manufactures. 


USINESS lone ago took off its 
blinders. The demand of the 
business man now is not only to 
see where he is going but to see 

clearly and accurately all the hills and 
valleys in the road so that he may ad- 
just his pace accordingly. 

The next decennial census, to be taken 
in 1930, is being planned to furnish the 
most comprehensive information ever 
compiled for plotting the curve of future 
business. The count of the population 
of the United States which is made every 
ten years by law has been going through 
a process of evolution in which more and 
more material has been gathered to en- 
able the nation to know itself. In 1930 
the census will seek out the actual facts 
which will make possible informed fore- 
sight into the business activity of the 
country. 

Results of the 1930 census will mean 
more, perhaps, to the bankers of the 
country than to any other class. Busi- 
ness men will have at their command the 
largest number of guides to profits yet 
assembled. The bankers, who finance 
business, will have these same guides 
to lead the way in credit operations. 


May Bring a Surprise 


HILE the 1930 census will be the 

broadest in scope ever undertaken, 
dealing on the business side with distri- 
bution, manufactures and agriculture, 
there will be no lessening of the emphasis 
upon the organic function of the Census 
Bureau, which is the enumeration of the 
population of the United States. In the 
final analysis it is in the numbers of its 
citizens that the true strength of a na- 
tion lies. 

Accustomed as this country is to prog- 
ress and expansion the fifteenth de- 
cennial census in 1930 may bring a sur- 
prise in the realization of the growth 
of the population of the United States. 
In the 150 years that will have elapsed 
since the first census was taken in this 
country there has been an increase in 
population without parallel in the rec- 
ords of history. Accompanying this 
growth in numbers to a total of some 
120,000,000 there has been a steady im- 
provement in standards of living en- 
joyed by no other nation. 


A Rapid Rate of Increase 


ENSUS bureau officials estimate 
that the population of Continental 
United States is now increasing at the 
rate of about 1,400,000 persons a year. 


From Door to 
Door 


WITHIN the next year 
the census enumerator 
will once more be going 
from door to door. In the 
1930 count he will ask more 
questions that ever before, 
some of them delving deep 
into the methods by which 
goods are sold to the pub- 
lic. This article explains 
what the answers to these 
questions will mean to the 
bankers and business men 
of the country in supply- 
ing a fact finding basis for 
the guidance of commercial 
enterprises. 


This is an increase of approximately 
one person every twenty-three seconds. 
The total increase in population is made 
up of the annual excess of births over 
deaths, which amounts to 1,150,000 and 
the excess of immigration over emigra- 
tion, which amounts to an additional 
240,000 a year. By 1930 it is expected 
that the population will be more than 
thirty times as great as it was in 1790, 
when the first census was taken, and 
nearly twice as large as it was in 1890, 
only forty years ago. 

In 1790 the 4,000,000 people who lived 
in the United States occupied a territory 
of 868,000 square miles, there being 4.5 
persons for each square mile of terri- 
tory. The present area of Continental 
United States is 2,974,000 square miles 
and the average population per square 


mile in 1930 will be more than forty, or , 


nearly ten times the earlier average. 
There were only six cities in the 
United States having as many as 8000 
inhabitants in 1790. Only a little over 
3 per cent of the total population of the 
country was represented by these cities. 
In 1920 there were 924 such cities and 
their population was nearly 44 per cent 
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Sign Posts of Success Sought. 


of the total. Including the population 
of smaller cities down to those with 
2500 inhabitants, the urban population 
of the United States in 1920 formed a 
little more than half of the total and 
the rural a little less than half, while the 
farm population taken alone formed less 
than 30 per cent. 


A Nation of Cities 


A DECADE ago there was a pro- 
nounced tendency for this country 
to become a nation of cities. In recent 
years certain strong factors operating 
against this tendency have developed, 
of which the automobile is one of the 
most potent. Many people who work in 
the city are enabled by the use of a car 
to live in the country. This condition 
is the basis for the belief that by reason 
of this growth of suburban residential 
areas the 1930 census will not show the 
usual increase in the proportion of urban 
population. 

Enumeration of the population in the 
country districts will include the census 
of agriculture, which means the obtain- 
ing of information of some 6,500,000 
farms. The importance of agriculture 
was first recognized by the census in 
1840, when thirty-seven inquiries were 
devoted to crops and livestock, and prod- 
ucts derived from them. The census of 
agriculture for 1930 will call for replies 
to considerably more than 300 inquiries. 

The inquiries of the modern census 
pertain to acreage, values, tenure of 
operators, crops and livestock, and to an 
increasing degree to the mechanical 
equipment by which the farmer is en- 
abled to increase production. In 1920 
the farm census called for the number 
of tractors, automobiles and trucks, and 
the farmer was asked whether the farm 
house was equipped with a telephone, 
whether water was piped into the house, 
and whether the house has gas or electric 
light. Radio outfits were first inquired 
for at the mid-decennial census of agri- 
culture in 1925. An even more extended 
list of questions will be asked the farmer 
at the 1930 census. 


The Story of Production 


N 1920 there were 246,000 tractors re- 
ported and in 1925 the number was 
586,000, an increase of about 138 per 
cent within the short space of five years. 
Census reports show that there were 
reported on farms a total of 284,000 
radio sets. Undoubtedly this number 
(Continued on page 281) 


Irregular Loans, Commonly 


Called Float 


By W. R. MOREHOUSE 


Vice-President, Security-First National Bank, Los Angeles 


Simple Solution Advanced for Problem of Losses from Float. 
When Bankers and Depositors Are Both Converted to Consider 
It in True Light as Irregular Loans a Reasonable Interest 
Charge Fair to All Parties Will Be Natural Course Adopted. 


LL uncollected items on which a 
bank advances cash or pays in- 
terest before these items are 
collected and the proceeds in 

cash or its equivalent are paid into the 
bank’s hands is commonly called “float.” 
All other items in process of collection 
are uncollected funds. For the purpose 
of this discussion float will be called 
“irregular loans,” which it is, beyond any 
question. 

As soon as our bankers regard “float” 
as irregular loans they will see that it 
is good business to make an interest 
charge and that it is unbusinesslike to 
continue to advance money without in- 
terest as so many banks are doing today. 

The solution of our problem of ir- 
regular loans is a simple one. Convert 
our bankers and our depositors to the 
point where “float” stands in its true 
light as irregular loans, and the natural 
course to pursue is to make a reasonable 
interest charge, which is fair to both 
parties. 


Should Call a Spade Spade 


VERY time a bank advances cash on 

items payable elsewhere than in the 
bank itself or pays interest on these 
funds, it makes an irregular loan of its 
funds. There is no other interpretation 
that can be placed on it. No one would 
question that our banks are exact- 
ing when it comes to collecting every 
cent of interest due on regular loans. 
This being the case, let me ask why are 
they not collecting interest on their ir- 
regular loans? Certainly there is no 
justification for not doing so. 

The thing our banks should do first, is 
to call a spade a spade. In other words 
call “float” by its true name, which is, 
irregular loans. 

The second thing our bankers should 
do is to realize the magnitude of their 
irregular loans on which no _ interest 
charge is made. As to the amount of 
irregular loans in the United States, one 
banker’s estimate is as good as another, 
suffice it to say that bankers generally 
will agree that it runs up into millions 
of dollars. 

As each individual banker is chiefly 
concerned only with the irregular loans 
on the books of his own bank, he 


Salient Points 


iol VESTIGATION dis- 
closes that every time a 
bank advances funds in 
payment of an uncollected 
item or allows immediate 
interest on it, it makes an 
irregular loan for which in- 
terest should be collected, 
and that the depositor is 
the only one benefited by 
irregular loans, and conse- 
quently should pay a rea- 
sonable charge for the ser- 
vice rendered him. These 
and other salient points on 
the plugging of profit leaks 
through float charges are 
discussed in this article. 


need only analyze his own business in 
order to know how much they are cost- 
ing him. Many banks have already done 
this, and the large amount of irregular 
loans on their books was almost unbe- 
lievable. Unbelievable because in the 
past these irregular loans have been just 
so much float and because of the seeming 
unimportance of float they were dis- 
missed from further attention. 

Many city banks have deferred from 
immediately crediting uncollected items 
to their country correspondents for 
years, and this, of course, has served 
further to keep the country bank that is 
in the habit of cashing or crediting items 
immediately from breaking even on the 
transaction. The only hope for the 
country bank under such conditions is to 
pass the deduction on to the customer 
where it rightfully belongs, and who is 
the one benefitted by receiving im- 
mediate credit for his out-of-town items. 
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There is no use sidestepping the issue, 
the customer is the only one benefitted, 
and is the proper person to “pay the 
freight,” consequently, the bank that 
fails to collect interest from the proper 
source is robbing itself. There is no 
way that this can be taken out of either 
the collecting or the paying bank with- 
out a loss to one of them. As a matter 
of fact, there is no good reason for 
doing so. The sooner our banks educate 
the public to expect this charge as justi- 
fied, the sooner will their burden of ir- 
regular loans be solved. 


Just Another Leak 


—— way to educate the public to 
expect this charge is to notify them 
of the charge, at the same time explain- 
ing the justice of it,-and, later make the 
charge effective. - The fairness of it can 
never be successfully disputed, for to 
allow an individual, firm or corporation 
to use money which is still miles away 
and unavailable, is to lend him the 
bank’s funds, but not in the regular way. 
To pay a customer interest on funds 
which have not yet come into the _bank’s 
possession is just as unbusinesslike. 

Irregular loans should never have been 
called “float.” Had banks used the true 
name it is safe to say that ten banks 
would be collecting an interest charge 
today where we have one doing so. Ap- 
parently our banks did not realize that 
they have been lending their own funds 
without interest for years. 

Irregular loans are just another one 
of those leaks in a bank’s earnings which 
have been cutting down the margin of 
profit to a point perilously near the loss 
column. 


Both Are Parasites 


RREGULAR loans are the twin 

brothers of the despised overdrafts 
which banks try: so hard to keep wecded 
out of their books. Both are loans and 
both are parasites, unless carefully 
watched and an interest fee charged. 

Then there is the professional bank 
crook who finds such a fertile field in 
the realm of irregular loans that he uses 
it as one of his principal channels for 
defrauding our banks. Every banker 


(Continued on page 249) 
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Keep Your Customers’ 


GOOD WILL 


up to the teller’s window in a bank and 

asked to have a check cashed and the teller 
had to telephone to the bookkeeper to ask the 
size of your balance. 


err how you would feel if you walked 


Wouldn’t it be a little embarrassing—especially 
if there were other customers waiting, several 
of them probably your personal friends? 


But you can’t blame the teller. He can’t be ex- 
pected to know all about the size of all his 
customers’ accounts—and many thousands of 
dollars are lost to banks every year by careless 
cashing of customers’ checks. 


The stock-in-trade of your bank is its good 
will. Your bank invests a great deal of money 
and all of the time of all its employees to 
establish just that one thing. 


You cannot afford to jeopardize that invest- 
ment by irritating your customers with an 
antiquated method of teller-bookkeeper 


communication! 


VER 1,000 banking institutions are now 
O using Telautograph service for various 
types of inter-department communica- 

tion. Some have 2 stations, some 100. At a 
cost of but 28c per day per station, you can 
enjoy the same quiet, accurate, secret, IN- 


STANTANEOUS service they do. 


We do not sell the machines. We lease them. 
This relieves you of all repair charges. When 
the instruments grow old (as all machines will), 
we replace them free of charge. 


Even if Telautograph cost ten times as much, 
you shouldn’t be without it. At only 56c per 
day you will save one teller and bookkeeper a 
great deal of time, eliminate many costly errors, 
keep the lobby line moving, and KEEP YOUR 
CUSTOMERS’ GOOD WILL! 


Write for our free book, “They Shall Not 
Pass,” containing plans of systems in 65 insti- 
tutions written by the executives of those con- 
cerns. It tells the complete Telautograph story 
and tells in addition much that all good 
bankers should know. The coupon below will 
bring it to you free of charge. 


Telautograph Corporation, 16 W. 61st St., New York City 
SERVING BANKS SINCE 1902 


Paying Teller WRITING to the Book- 
keeper for Depositor’s Balance 


TELAUTOGRAPH CORPORATION 
16 WEST ST. 
NEW YORK, N. Y. 


GENTLEMEN: 


OWE WANT YOUR FREE BOOK. [SEND 


YOUR MAN IF YOU WISH. 
(Check one or both) 


When writing to advertisers please mention the American Bankers Association Journal 
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A Chicago Office For Your Bank 


An office where bond specialists will survey your investment needs, analyze financial 


structures behind issues, endeavor to make purchases for you at the best prevailing prices. 


When Your Bank 
Is Buying Bonds— 


write, wire or telephone Central Trust 
Company of Illinois to obtain at once 
the services of the same men who pur- 


chase bonds for us. Make this office 


your office for all of your Chicago 


business. 


CENTRAL [RUST 


COMPANY OF ILLINOIS 


208 SOUTH LA SALLE STREET 


CHICAGO 


When writing to advertisers please mention the American Bankers Association Journal 
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Irregular Loans, Commonly Called Float 


knows this to be true. Just as banks 
for years neglected to make a study of 
the numerous methods of computing in- 
terest on deposits, they have also ne- 
glected to give more than a casual 
consideration to the subject under dis- 
cussion. 


Bankers Have Awakened 
i this particular they are not unlike 

a cowboy who lives high up in the 
Apache Mountains in Arizona, who, 
when recently asked by a friend of mine 
for the time of day, said, “I’m sorry, 
sir, but my watch broke down a year ago 
and I’ve neglected to get it fixed.” 

“Well, how do you know when to get 
up?” he was asked. 

“Well, you see, I had an alarm clock 
up until four months ago and it broke 
down, and I’ve not bothered with getting 
it fixed either.” 

“But how do you know when to get 
up?” his interrogator insisted. 

“Oh, I just gets up when I wakes up.” 

Diminishing net profits that have been 
gradually drawing dangerously near the 
loss column have at last awakened our 
bankers to the fact that in so far as 
bank operations go, they will have to 
do more than to “get up when they wake 
up” but, in the future, they will have to 
keep very much awake all of the time if 
they are to continue to pay stockholders’ 
dividends and add a little to surplus. 


Free Service Expected 

F my own knowledge, for the past 

thirty years, banks have been edu- 
cating the public to the point of regard- 
ing checks and drafts as cash. As a 
general practice, checks and drafts run- 
ning into the billions of dollars have 
been credited to accounts subject to im- 
mediate withdrawal although they were 
uncollected. In nine cases out of every 
ten no interest has been charged. The 
public has been taught that bank drafts 
are cashable on demand anywhere, and 
at par, regardless of the point on which 
they are drawn. The truth is, the pub- 
lic has taken this to mean that the holder 
of a bank draft may walk into any bank, 
whether it is ten miles or 3000 miles 
from the point drawn on, and expect 
the full amount to be paid over to him 
gladly. 

It is the common thing for persons 
who present “out-of-town” drafts for 
cash, when requested to pay a small in- 
terest fee, to remark with great sur- 
prise, “Oh, my banker told me that I 
could cash this draft anywhere; that 
banks were glad to get bank drafts, and 
that it’s the same as cash.” In other 
words, the public has been educated to 
expect this service free, and it is not sur- 
prising that they now object to paying a 
small interest charge. There is just one 
answer to the predicament in which 
banks find themselves, namely, every time 
they cash a draft on an out-of-town bank 
without an interest fee they make just 
one more irregular loan without interest. 


(Continued from page 246) 


Just as 12,000 bankers have in recent 
years educated their depositors to pay 
a monthly service charge on small house- 
hold checking accounts, banks must also 
apply the same corrective measure to 
the present use of checks and bank 
drafts. 

It is no misstatement to say that where 
checks and drafts are cashed on out-of- 
town points as an accommodation, the 
accommodating bank suffers a financial 
loss, and not the holder nor the issuing 
bank. In other words, the “buck” is 
passed on to the obliging bank. 


What Actually Happens 


|. is, however, a consideration 
which should not be entirely over- 
looked. It is from those who are visitors 
to a community that many of the future 
citizens of that community will come. 
Some of these visitors will later become 
good customers of the bank, as it is from 
strangers who cross the thresholds of 
our banks that their future patrons very 
largely come. 

For this reason, and for this reason 
only, the present practice of cashing 
small drafts with a smile has grown up, 
although it has meant lending the bank’s 
money without interest, and this has had 
the effect of cutting down the bank’s 
profits. 

As a matter of fact, the charging of 
an exchange fee is what makes the col- 
lecting of an interest fee difficult. Natur- 
ally, after having paid an exchange fee, 
the holder gets the impression that the 
fee covers the cost of transferring his 
funds In fact, that is the seller’s reason 
for making him a charge. At least that 
is the inference. What actually happens 
is that a fee is charged for transferring 
funds to the point drawn on and nowhere 
else. Seldom is it the point where the 
traveler wishes to convert his exchange 
into cash. As is very often the case, 
an exchange charge is made, although 
the funds are transferred farther away 
from the place where the draft is to be 
cashed than where it is issued. As, for 
instance, many middle western and Mis- 
sissippi Valley banks sell New York 
drafts to persons who expect to cash 
them on the Pacific Coast. It is not until 
the holder calls on a western bank to 
cash his draft does he realize that his 
funds were transferred east instead of 
west. 

The ultimate solution of this problem 
will be found in educating the public to 
expect two charges, an exchange fee and 
an interest fee. 


Gave Three Cheers 


I HAVE no fear in stating that the 
interest fee on these items will pro- 
duce a larger revenue than the present 
exchange charge, for much of our ex- 
change is sold and the fee waived. Of 
the two, the discount charge is destined 
to be the biggest producer of revenue for 
a bank. 


With the establishment of the first 
regular air mail service between New 
York and Washington in May, 1918, 
banks everywhere gave three cheers, 
believing at the time that their burden 
of “float” was soon to be materially 
lightened. The time previously consumed 
in collecting items was soon to be greatly 
reduced, and especially on items drawn 
on points many miles away. It was 
instantly: acclaimed from the “house 
tops” that air mail meant more interest 
on a bank’s balance and quicker availa- 
bility. But on second thought our bank- 
ers began to see that they had antici- 
pated too much from air mail. While 
air mail meant an earlier higher bal- 
ance for the collecting bank than by 
the old method, it meant a corresponding 
lower balance quicker for the bank 
drawn on. 

As was clearly evident, the claim that 
air mail would mean a saving to the 
banks of the United States of millions 
of dollars annually was premature. For 
as banks have since found out, the sav- 
ings made by collecting banks came out 
of the banks on which items are drawn, 
in other words, what is one bank’s gain 
is another’s loss. 


In a Hit-or-Miss Way 


M~ investigation disclosed the fact 
that some banks have undertaken to 
collect interest on their irregular loans 
in a hit-or-miss way. Apparently they 
have followed no definite plan. This can- 
not be entirely satisfactory to them. Once 
a plan is decided upon, it ought not 
be susceptible to change every time a 
“tight-wad” customer comes in and ob- 
jects to an interest fee on the ground 
the bank has never charged him before, 
or because his “old home bank” never 
made a charge. As for the “kicker” who 
usually gets what he “kicks” for, he 
should be made to pay, just as the cus- 
tomer who sees the justice of the charge 
and pays it gladly. As for customers 
with big balances, they ought not to be 
made an exception to the charge, espe- 
cially before it has been accurately as- 
certained whether or not their business 
is profitable, for a big balance is not 
always a sure sign that an account is a 
revenue producer for the bank carrying 
it. 

Although many banks make a flat 
charge of so much “a month” to their 
good accounts within a certain balance 
range, I doubt the justice of it. Experi- 
ence has proved conclusively that in 
making an interest charge for irregular 
loans, each account requires individual 
treatment. Customers are not unlike 
wooden clothes pins in that while clothes 
pins may be the same in size, in shape 
and in price, they vary materially in 
quality and service. Among one dozen 
clothes pins taken from the same box, 
you will find some in which the wood is 
twisted and curled and easily broken, 
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in others the wood is clear and straight 
grain, giving assurance of long service. 


Flat Charge Unfair 


A FLAT charge is unfair in the case 
of good accounts because the kind 
of business transacted by different cus- 
tomers varies. The items deposited by 
certain depositors are almost all on local 
or nearby points, while the checks de- 
posited by other customers are almost 
invariably drawn on distant points. Some 
deposit many items, others only a very 
few. 

With unprofitable “household” check- 
ing accounts it is different. In their 
case a regular monthly service fee should 
be made to cover the cost of handling 
uncollected items, as well as other costs 
of carrying the account. There are 
already 12,000 charging this monthly 
service fee, and in doing so they have 
also solved their problem of collecting 
an interest fee on uncollected items de- 
posited to these accounts. When the time 
comes that practically all of our banks 
make a regular monthly service fee on 
small unprofitable accounts, then will 
our problem of an interest charge on 
these small accounts be automatically 
solved. 

This monthly service fee on small ac- 
counts would also make the collection 
of interest charges on small uncollected 
items profitable, whereas it might not be 
of sufficient size to justify the cost of 
levying it. 


In Dead Earnest 


a questionnaire which I 
sent out in July, and through the 
whole-hearted cooperation of some of 
my banker friends throughout the United 
States, I was able to get a good cross 
section of how certain banks are han- 
dling uncollected items. 

But let me digress from a discussion 
of the subject before us in order that 
I may offer a word of praise of those 
bankers who are making it a rule in 
their banks to answer all reasonable 
questionnaires instead of throwing them 
into the waste-basket. 

The use now being made of the ques- 
tionnaire is the best evidence that has 
ever come the way of American banking 
that our bankers are in dead earnest in 
their search for better methods and sys- 
tems of conducting their business. 
Through the questionnaire bankers are 
learning the value of exchanging ideas 
for the benefit of all. The results to fol- 
low are certain to be reflected in better 
managed and better operated banks, con- 
sequently better earnings. 


A Day Is Dawning 


AS is to be expected, I received a wide 
variety of answers to each question, 
indicating that as yet, with the exception 
of clearinghouse banks, there is little 
uniformity in the methods used in han- 
dling these irregular loans. And yet, the 
answers reveal that banks as a rule are 
striving to reach the same goal although 
by different routes. As one banker said, 
“We are much concerned about it,” and 
as another said, “We hope to work out 
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some plan for charging interest on ‘float’ 
and thereby plug up a terrible leak in 
our bank.” Practically every banker 
reached by my questionnaire expressed 
himself as heartily in favor of an in- 
terest charge on irregular loans. 

In reading the general comments ac- 
companying many of the answers it was 
clearly evident that a day is dawning 
when irregular loans known as “float” 
will be universally handled on a business 
basis, and those who reap the benefit 
will be made to pay an interest charge. 

Some of the bankers who answered the 
questionnaire expressed dissatisfaction 
with present methods of handling irreg- 
ular loans. These signs of unrest are 
good signs. It is only when bankers 
become self-satisfied with matters of 
this kind that there is danger of turning 
a profitable year into a losing year. 

Already many banks have banded 
themselves together, and through their 
respective clearinghouse associations or 


through various groups of one kind or - 


another, have made long strides toward 
a successful solution of their problem cf 
irregular loans. 

In my questionnaire only one question 
was asked regarding irregular loans to 
be found in savings accounts, and, as 
was to be expected, it was disclosed by 
the answers thereto that a large major- 
ity of banks reporting are crediting all 
items deposited to savings accounts at 
par. 

In defense of their position, certain 
banks made this explanation: Inasmuch 
as they pay interest from the first of 
the month on deposits made on or before 
the 5th, or 6th, or 10th, or 15th, as the 
case may be, and no interest on deposits 
made after those dates until the first of 
the following month, they felt that they 
were justified in crediting uncollected 
items at par. Other banks that pay in- 
terest from date of deposit but only to 
the first day of the month in which with- 
drawals are made also felt justified in 
crediting uncollected items at par, for 
similar reasons. 


Why Grant Special Favors? 


tino left those banks that pay inter- 
est on savings accounts down to the 
date when a customer calls for his funds, 
actually paying interest on funds in proc- 
ess of collection. The only other banks 
that would be similarly affected would be 
those banks that take uncollected items 
for immediate credit on savings accounts 
or certificates which by stipulation are 
deposited for a specified time with in- 
terest for the full time. 

In the two last named cases, interest 
should be deferred where a depositor has 
the right to withdraw at any time with 
interest to date of withdrawals, or on 
funds left for a stipulated time with full 
interest for the period specified. The 
only exception to this might be in the 
case of new accounts, and this brings us 
to the question, why grant special favors 
to a stranger that is denied to depositors 
of many years’ standing. 

In answer to this question, “Do you 
make a charge for uncollected items de- 
posited for immediate credit in commer- 
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cial (checking) accounts on which you do 
not pay interest?” about 60 per cent of 
the banks contacted make no charge 
while 40 per cent charge if the uncol- 
lected items are drawn on before actu- 
ally collected and in the possession of 
the bank. If those banks that make no 
charge will analyze their accounts they 
are almost certain to find that they have 
customers who draw against future de- 
posits even before their deposits are 
made in the bank, while other depos- 
itors begin to draw out their funds from 
the day a deposit is made, and in some 
cases the entire amount of their out-of- 
town items is withdrawn before they 
have been collected. There is no use 
dodging the issue. The facts are, a care- 
ful analysis of banks’ accounts has re- 
vealed over and over again that there 
are many depositors in our banks whose 
balances represent uncollected funds, and 
with these depositors it is a regular prac- 
tice. 


Use the Bank’s Funds 


I KNOW of one large account with a 
$40,000 average balance. For years it 
was regarded as the best account in the 
bank where it was kept. One day its 
value to the bank was challenged, with 
the result that it was analyzed and to 
the astonishment of the banker who had 
prized the account so highly it was dis- 
closed that at no time had the depositor 
a balance in the bank, the credit to his 
account being uncollected funds. Not 
only had he been using the bank’s funds 
by drawing out his many deposits as 
soon as made, but the bank had for years 
paid him 2 per cent interest on what 
really was its own funds. 

The history of this account can be re- 
peated with slight variation. in thou- 
sands of cases in the United States. 

This reference to large accounts is not 
to infer that small accounts may safely 
be overlooked, for if our bankers will 
analyze their small checking accounts 
they will find many which are carried 
at a loss to the bank because depositors 
are in the habit of drawing on the un- 
collected funds in their accounts. Of 
course, with these small accounts, if a 
bank is charging a monthly service fee 
this will take care of withdrawals of ° 
uncollected funds. If no service fee is 
being charged, either an interest charge 
on uncollected funds or monthly service 
charge should be made at once, in order 
to stop a leak at this point. In fact, the 
best way to handle all small checking 
accounts is by making a monthly service 
charge, which, as already stated, takes 
care of withdrawals on uncollected items. 


Can Only Lose Expense 


i he fact that a bank does not pay 
interest on its commercial (checking) 


_ accounts does not in itself justify a bank 


in neglecting to give attention to the use 
being made of all such accounts, for if 
the depositor is habitually drawing out 
his funds before they have been collected, 
the bank is making him irregular loans 
for which it is entitled to interest at its 
lending rate, or even a higher rate. Tak- 
ing all of the banks in the United States, 
(Continued on page 282) 
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There I; A 
Copy For You 


Bankers, business men, manufac- 


turers, —all who are interested in 


our growing foreign trade—are con~ 


cerned with the facts regarding the 


various methods of financing foreign 


and domestic business. 


Practical Use of Acceptance Fi- 
nancing is the title of an attractive 


booklet written by Basil Hwosch- 
insky, Assistant Vice-President in 
the Foreign Department of Central 


A new and revised edition has re~ 


cently been prepared. 


Hanover. It is a brief, comprehen- 


sive and non-technical guide as to If you would be interested in 
when and how both domestic and financing by acceptances, you are 
foreign shipments may be financed invited to write for a complimentary 


by means of the dollar acceptance. copy. 


CENTRAL HANOVER 


BANK AND TRUST COMPANY 


NEW YORK 


Central Hanover Bank 
and Trust Company, 


70 Broadway, New York. 


Gentlemen : 


14 Offices In 14 Manhattan Centers 


Foreign Representatives in London, Paris, Berlin, 
Buenos Aires and Sydney Kindly send me a copy of your booklet, 


“Practical Use of Acceptance Financing.” 


NO SECURITIES FOR SALE 


(Name) (Title) 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS (Bank) 


OVER ONE HUNDRED MILLION DOLLARS 


(Address) 


When writing to advertisers please mention the American Bankers Association Journal 
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Before You Decide Which Vault Door To Buy 


ASK THESE QUESTIONS— 


1. Will the door give absolute protection against oxy. 
acetylene attacks, drill or explosive hazards? 

2. Is the door covered by a five-year replacement guar- 
antee? 
Will the design and appearance vf the door win 
customers’ approval? 
Is it equipped with Yale & Towne combination and 
timelocks, guaranteed and serviced by the largest lock 
organization in the world. 
Is ease of operation of boltwork and compressor 
system assured by use of 14 steel and bronze bevel, 
worm and spur gears, lubricated by 12 easily access- 
ible oil tubes? 
Are the bolts solid, oversize and with ornamented tips? 
Is the crane hinge polished steel? 
Are there finish plates in vestibule, or merely painted? 
Are compressor blocks and housings heavy castings, or 
pressed sheet iron? 
How does the weight compare with other doors? 
Does declared weight reflect the door built up toa stand- 
ard or down toa price through reduction in weight? 
Will manufacturer guarantee declared weight by in- 
corporating in contract an allowance per pound for 
underweight? 
Will it allow the maintenance of banking room and 
vault floor levels without the extra cost of lowering 
platform, as possible with National Plug type doors? 
Is it standard with compressor lock to prevent locking 
employees in vault in case of holdup? 
Will terms of contract demand advances before door 
is delivered, or National policy of after installation 
and acceptance? 


16-Inch National Vault Door of River Forest State Bank, 


River Forest, Ill. 


Only National Bank Vault Doors 
Give You All These Advantages 


OU can be sure of satisfaction with safe & 100% 


National Bank Vault Doors and National 
Bank Vault Equipment, because both are — 
the ultimate in protection, attractiveness, Dea enol08ing and inte 


We are heres vault 400F 
and prestige. Make the test for yourself. with the massive 
any other make or type you choose. Set our was made © 


very truly, 
struction, weight, beauty and the like. We Toure wren yousst STATE BA. 


are confident you, too, as so many other Da 
bankers are doing, will decide in favor of sident. 


the National Door. 


THE NATIONAL SAFE AND LocK COMPANY 


Established 1883—45 years ago New York Office Chicago Office Los Angeles Office 
General Offices—2345 East 69th St. 388 Broadway Tower Bldg. Baldwin & Burke Safe Co. 
Works—East 69th to 70th St. & Pennsylvania R. R. 6 N. Michigan Ave. 1429 S. Los Angeles St. 


CLEVELAND, U. S. A. SALES ENGINEERS QUICKLY AVAILABLE IN ALL PRINCIPAL CITIES 


This Book * The National Safe and Lock Co. 
FREE 2345 East 69th Street, Cleveland, Ohio 


29, 192% 


eon, Vice Pres. 


that 


| Please send me your FREE book on National Bank Vault Doors and full infor- 
|| mation on the subjects I have checked below. 
doororveultequip” || (Daylight Robbery Vault Linings OGrille Partitions 
facts of O)Safe Deposit Boxes [Vault Systematizers [Chests O)Vault Lockers 
|| vitalimportance to 
| you. Our 44 years 
of experience are 
at your service. 


Clip and Mail This Coupon Now $ 


When writing to advertisers please mention the American Bankers Association Journal 
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Overshadowing the Gold Point 


By RAY HALL 


Theory That Gold Shipments Are Essential Elements in Final 
Settlement of International Accounts Challenged. Balancing 
Transactions in Commodities Believed of Greater Influence. 
Transfer Problem Held a Myth. American Experience Described. 


ISCUSSIONS of how interna- 

tional accounts are _ settled, 

usually put too much emphasis 

on gold shipments—and on the 
“finance bills” used to postpone or ob- 
viate gold shipments. There are two 
other types of balancing transactions, 
each probably more important in their 
aggregate. 

Under many circumstances, gold is 
less likely to be used to settle interna- 
tional balances than are certain kinds 
of merchandise. A country on the gold 
standard will not export gold for pur- 
poses of settlement, until its exchange 
is at a discount about equivalent to its 
lower “gold-point”—that is, until it is 
cheaper to ship gold than to pay the 
premium on foreign exchange. The size 
of the discount which will move gold 
differs with the time and with the coun- 
try; perhaps it can be visualized at 
around % per cent. It can be shown 
that certain lines of merchandise move 
on a foreign-exchange differential even 
narrower than this—thus partially set- 
tling international balances before an 
impending gold movement gets started, 
that is, before exchange rates ever reach 
a gold-point. 


More Mobile Than Gold 


AS an example, a Japanese importer 
wants a shipload of a certain type 
of wheat. Such wheat is stored in ele- 
vators both at Vancouver and at Seattle. 
A discount of % per cent on Canadian 
exchange at New York should be enough 
to throw the business to Vancouver; 
although last spring that rate of dis- 
count was insufficient to move gold out 
of Canada. 

As another example, a discount rate 
of % per cent on Belgian exchange 
might determine whether a consumer of 
structural steel on the Atlantic Coast 
will buy from Belgium or from our own 
interior. 

The best examples of merchandise 
more mobile than gold will probably be 
found among the “staples’—such as, to 
give just a few examples, cereals, hides, 
cotton sheetings, and structural steel. 
The grades of such staples are interna- 
tionally known; so they are as accept- 
able, in their place, as gold is. The 
average profit on turnover in these lines 
is likely to be so narrow that a foreign- 
exchange differential of even % per cent 
may determine which country gets the 
order. Yet it is precisely these goods 


that run into the largest amounts in 
foreign trade. 


Despite All the Talk 


aggregate movement of these 
hypersensitive commodities, in re- 
sponse to foreign-exchange differentials, 
is perhaps very important, relatively. 
This is seen when it is realized that, in 
amount, gold shipments are usually of 
minor consequence in a modern balance 
of payments. Despite all the talk about 
gold movements, our net international 
movement of gold averaged only $171,- 
000,000 annually during the six years 
ended with 1927, or.less than 2 per cent 
of our average annual foreign trade, 
during those years. 

Furthermore, a large part of the 
movement was on a “commodity basis” 
rather than on a “foreign-exchange 
basis.” Gold moves on a commodity 
basis when it is bought, regardless of 
exchange rates, for gold reserves in cur- 
rency reconstruction; when it is sent 
abroad, for deposit, in order to make it 
a productive asset; when it is shipped 
long after being earmarked; or when 
gold ore is imported, or exported, for 
smelting. 

It would not be surprising if in certain 
years a comparable amount of staples 
actually moved, or was actually pre- 
vented from moving, by foreign-ex- 
change differentials. Certainly no one 
should regard cases of this sort as some- 
thing imagined to illustrate abstract 
thought. 


Funds Without a Country 


HE merchandise staples in question 
are not the only values, besides gold, 
which may be hypersensitive to foreign- 
exchange rates. Two classes of financial 
transactions can be cited, each tending 
to settle international accounts before a 
“gold-point” is reached. 
Security-arbitrage transactions 
(whereby specialist brokers profit from 
differences between simultaneous quota- 
tions in Wall Street and in foreign stock 
markets) are even more sensitive to ex- 
change rates than merchandise is. In 
1928, according to our balance of pay- 
ments, our international stock market 
transfers totaled nearly $4,000,000,000; a 
large part of this business was security- 
arbitrage. It is probable that hundreds 
of millions of the arbitrage transactions 
depended upon exchange rates at the 
time and that hundreds of millions of 
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similar transactions were thus pre- 
vented. How the actual transfers of 
funds under this head compare with the 
volume of gold shipments would be hard 
to say, for an overwhelming part of 
these arbitrage commitments are on 
margin and for brief periods. 

Migrations of short-term capital from 
country to country in response to inter- 
est differentials may be prevented or 
encouraged by the foreign-exchange dif- 
ferentials. The volume of these highly 
mobile funds-without-a-country can only 
be surmised; but nowadays it probably 
runs into the hundreds of millions. They 
are supposed to move on minute dif- 
ferentials. 


Balancing Efficiency 


SECOND class of balancing trans- 

actions, which far exceeds the vol- 
ume of gold shipments, may be described 
as direct “detractive and promotive in- 
fluences;” some such new terminology 
being necessary. The distinctive thing 
about them is that they have great “bal- 
ancing efficiency” and that they have 
nothing to do with exchange rates or 
with gold shipments. 

An American exporter, for instance, 
increases his foreign sales by $100,000, 
thereby forcing foreigners to find 
$100,000 more of dollar exchange. The 
exporter, having $20,000 more profits 
than in the previous year, takes his 
family to Europe and spends $4,500 on 
the trip; he gets a “second car,” and 
someone imports rubber for the five ad- 
ditional tires; and he buys $10,000 of 
securities, of which $4,000 are foreign 
bonds. In all this he pays no attention 
to foreign exchange rates; hence about 
10 per cent of the foreigners’ “problem” 
in getting an additional $100,000 of dol- 
lar exchange was solved directly. Any- 
one in the United States acquiring 
$20,000 of additional income—from 
purely domestic transactions—might im- 
port the same visibles and invisibles; 
but the cause would not be international. 


Bought Fewer Cigars 


ine yield of our foreign investments 
is estimated to have been $327,000,000 
more in 1928 than in 1922. Large frag- 
ments of this increase certainly went 
straight back to foreigners—quite apart 
from the effects of altered exchange 
rates, just as in the case of the Ameri- 


can exporter’s $20,000. Give our com- 
(Continued on page 291) 
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Proposed Amendments to Association Constitution 


HREE proposed amendments to 

] the Constitution of the American 

Bankers Association will be sub- 
mitted to the Fifty-Fifth Annual Con- 
vention at San Francisco as shown by 
the following notice officially published 
by the Executive Manager. 

The first of these amendments simply 
strikes out from Article VIII a sentence 
which is no longer operative. 

The second proposes to amend Article 
X by adding a clarifying provision to 
Section 1. That Section now prohibits 
a member of one Division from holding 
office in another Division. It occasion- 
ally happens that an officer of an in- 
stitution that is a member of one Divi- 
sion, by reason of special knowledge or 
aptitude, is particularly fitted to serve 
on a committee of another Division. To 
remove any doubt as to eligibility on the 
theory that service as a committee mem- 
ber constitutes holding office, the amend- 
ment is designed to make it clear that 
such an officer of a member of one Divi- 
sion, is eligible to appointment upon any 
committee of any other Division other 
than an executive committee of such 
Division. 

The third proposed amendment effects 
the design to carry out a reorganiza- 
tion of the Clearinghouse Section, 
so that instead of its being classi- 


fied as a section of the Association it 
will, in the future, be known as the 
“Commission on Clearinghouse Func- 
tions and Banking Practices.” This re- 
form has the approval of the Adminis- 
trative Committee and of the Executive 
Council and is made at the suggestion 
of the officers of the Clearinghouse Sec- 
tion in the thought that the members 
of the Association can be better served 
by the section functioning as a Commis- 
sion. 

The amendment to the Constitution 
simply eliminates the Clearinghouse 
Section from the list of sections and 
by-laws have been prepared and ap- 
proved by the Administrative Committee 
and the Executive Council which will 
become operative after the adoption of 
this constitutional amendment by the 
Convention which will provide for the 
organization and functioning of the new 
Commission. 


Official Notice 


is the official notice of 
the proposed amendments: 


Notice of proposed amendments published 
by the Executive Manager pursuant to Article 
XI of the Constitution, all of which have 
been proposed by the Administrative Com- 
mittee and submitted to the Executive Man- 
ager more than thirty days before the date 
of the Annual Convention. 


1. Amend Article VIII of the Constitution 
by striking out the last sentence of the second 
paragraph which reads as follows: 

“At the first meeting of the Executive 
Council after the adoption of this Constitu- 
tion, the Council shall elect from its elective 
membership one member of the Administra- 
tive Committee to serve for a term of one 
year, and two members to serve for a term 
of two years, and annually thereafter at the 
organization meeting provided in Section 7 
of Article VII shall elect two such members 
to serve for two years; provided that any 
elective member of the Administrative Com- 
mittee who is so elected prior to the adoption 
of this Constitution and whose term in the 
Council has not expired shall continue as a 
member until the expiration of his term of 
membership in the Council.” 

2. Amend Article X of the Constitution by 
adding to Section 1 thereof the following: 

“Provided that nothing herein shall prevent 
an individual member or an officer, director, 
trustee, manager or partner of a member of 
any division from being eligible to appoint- 
ment by any other division upon any com- 
mittee of such other division other than the 
Executive Committee thereof.” 

3. Amend Article VIII of the Constitution 
by striking therefrom the words ‘Clearing- 
house Section.” 

Amend Section 2 of Article X of the Con- 
stitution by striking therefrom subdivision 
“(Ce)” and changing the lettering of sub- 
divisions “(f)” and “(g)” to “(e)” and “(f)” 
respectively. 


By-Laws Amended 


HE amendment to the By-Laws pro- 
posed by Administrative Committee 
to become operative after the adoption 
by the next General Convention of an 
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The New Plan for Selling A.B.A. Travelers Cheques 


FTER conference with the Bankers 
Trust Company the Committee 


on Travelers Cheques of the 
American Bankers Association is able 
to announce a new plan of interest to 
sellers of A.B.A. Travelers Cheques. This 
plan involves additional compensation to 
sellers of cheques in some volume, based 
largely on the well-established principle 
of discounts for quantity sales. 

The new plan has been approved by 
President Craig B. Hazlewood, of the 
Association, in the following statement: 

“Your officers and Administrative 
Committee are very glad to observe the 
successful culmination of negotiations 
with the Bankers Trust Company of 
New York, which is the selling agent 
for the A.B.A. Travelers Cheque, for an 
arrangement whereby member banks 
selling cheques in profitable volume may 
secure added compensation. These 
negotiations were initiated during Pres- 
ident Traylor’s administration and con- 
tinued through the administration of 
President Preston. We believe that the 
new arrangement will provide an addi- 
tional benefit to members of the associ- 
ation and will, at the same time, en- 
hance the sale of travelers cheques 
which bear the name of the American 
Bankers Association.” 

The Bankers Trust Company dur- 
ing the past two years has been put- 


ting greatly increased emphasis on 
its sales effort, having increased the 
number and heightened the calibre of its 
sales force. During the current year it 
has inaugurated the policy of advertis- 
ing over the radio, which is the first 
program of its kind conducted on a large 
scale by any bank. It also advertises the 
cheque in some. sixty newspapers 
throughout the country urging users to 
buy the cheques from their own banks. 

However, the experience of the last 
few years has made it evident that in 
order to maintain the A.B.A. Cheque in 
its proper relative position, it would be 
necessary in some measure to offer de- 
finite financial inducement to the mem- 
bership of the Association, in order to 
increase sales. Many plans were sug- 
gested and most of them appeared to be 
impractical because the margin of profit 
in this operation has always been very 
slender and any blanket rebate plan 
would involve rebates so small as to be 
no inducement for added sales effort on 
the part of the selling banks. 


Sales Minimum Reduced 


OR some months a plan has been 
tried out with representative banks in 
various parts of the country, and at the 
present time over 300 members of the As- 
sociation have signed definite contracts 


with the Bankers Trust Company based 
on undertaking considerably increased 
sales quotas. The Bankers Trust Com- 
pany agrees to return a certain amount 
to banks which reach these increased 
quotas, based on cheques outstanding 
more than thirty days. This plan was 
started on a basis of minimum sales of 
$200,000. It was later reduced to a 
minimum of $100,000 and then to $50,- 
000. It is now possible to offer these 
terms to banks which will maintain a 
minimum annual _ sales volume of 
$25,000. 

The nature of the plan is such that 
individual negotiations with the various 
selling banks by representatives of the 
Bankers Trust Company are necessary, 
and owing to the limited number of 
representatives available they have not 
yet been able to visit personally all the 
banks which can attain this volume of 
sales. The company will be glad to 
hear from any institutions that are in- 
terested in this plan and undertake to 
have representatives call at the earliest 
possible moment. 

It should be noted that the great ma- 
jority of members of the Association 
handling A.B.A. Cheques do not sell] a 
sufficient volume to produce a_ gross 
profit on their annual sales. An inde- 
pendent audit recently completed by the 

(Continued on page 256) 
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This new 
Safe-Ledger 
Tray is 
Seif Protected 


TIMB... 


closing time .. . clerks lugging heavy books — pushing ledger 
trays to and from the vaults. More business means more 


records, and space is at a premium... Confusion... the vault 
The Safe-Ledger Tray is 


available in three sizes 1S jammed. 


No bank need tolerate crowded vaults, nor risk the loss of 


vital records by fire. The specialized experience of Remington 
Rand has developed this Safe-Ledger Tray .. . Portable pro- 


tection for machine posted ledgers. 


Each ledger its own vault. In seconds... two quick motions 
... the file is open and ready for use... or closed, locked and 


insulated against fire! 
The vault has been brought to the ledger. 


Ask the nearest Remington Rand office for descriptive litera- 


ture and prices. 


Remington Rand 


BUSINESS SERVICE 


BUFFALO, NEW YORK 


As the cover goes down 
the tray comes up 


Two motions and the 
cover is closed... locked 


When writing to advertisers please mention the American Bankers Association Journal 
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Second National Bank, Nashua, N. H. 


HE fear of an excessive overhead ex- 

pense prevents many a banker from 
having erected the adequate and impos- 
ing bank building demanded by his insti- 
tution. 


This problem may often be solved by in- 
corporating a floor of offices above the 
banking room. Such an arrangement not 
only produces a substantial income and 
brings the name of the bank to public at- 
tention but affords a ready means of ex- 
pansion in later years. 


The individuality of a bank building is 
not lost in the photograph above and still 
nine offices are provided on the second 
floor. 


UFFINGER, FOSTER & BOOKWALTER 


ARCHITECTS 
BANK EQUIPMENT AND VAULT ENGINEERS 


221 WEST 57th STREET 
NEW YORK 
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Travelers Cheques 
(Continued from page 254) 


Association reveals that during the 
entire period of the stewardship of the 
cheque, the Bankers Trust Company has 
made a direct loss from the operation. 
In order to preserve this cheque in the 
position the Association desires it to 
maintain, it is consequently imperative 
to increase the volume of profitable 
sales. 


Basic Commission Unchanged 


66 E are very happy to be able to 
report,” the Committee stated 
“that the present plan has already pro- 
duced a substantial up-turn in the sales 
volume and that with the cooperation 
of the members along present lines we 
believe very substantial progress can be 
shown in the next few years. If this 
turns out to be true the trust company 
may be placed in a position to reduce 
even further the sales minimum which 
can be made subject to the additional 
compensation plan referred to above. 

“It should be noted that no change is 
made in the basic commission on which 
the cheques are offered to all members 
alike, and that the plan of additional 
compensation is open to any member of 
the American Bankers Association who 
can qualify by selling a volume of 
cheques sufficient to produce a profit in 
the operation. 

“It is realized that there are many 
banks which have always loyally sup- 
ported the A.B.A. Cheque and have at- 
tained something like their possible 
maximums ‘without any added induce- 
ment. The same advantage is offered to 
these banks as to those who now for the 
first time undertake to increase sub- 
stantially their volume of sales. 


An Outstanding Success 


HE Committee on Travelers 

Cheques is gratified that a way 
has been found to make it possible for 
the members to cooperate more actively 
in the sale of A.B.A. Cheques, which 
the Association believes represents an 
outstanding achievement during the past 
twenty years of Association history. 
This cheque, which is handsomely en- 
graved by the American Bank Note 
Company, carries the name of the As- 
sociation in a favorable way to every 
corner of the world. 

“Nearly 5,000,000 cheques were car- 
ried by hundreds of thousands of Amer- 
icans last year, and almost no com- 
plaints were received from the holders 
thereof, either on the ground that they 
were not acceptable or for any other 
reason. In many instances the trust 
company has been highly commended 
for making prompt reimbursements to 
holders for lost or stolen cheques. It 
is the hope of your committee that all 
banks in a position to handle a_ sub- 
stantial volume of these cheques will do 
all they can to support the Association’s 
desire to have this cheque continue as 
an outstanding success.” 
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Skyscrapers and Modern Bank 
Vaults in Texas 


HE story of progress in the Lone Star State is being written in a language of 
steel and concrete across the Texas skyline—industrial, commercial, and finan- 
cial expansion expressed in the mode of the century. 

The National Bank of Commerce in Houston, Texas is one of the great financial 
institutions whose new skyscraper homes will represent the most modern ideas 
both in building construction and in bank and vault equipment. It will have one 
of the strongest and most complete bank vaults in the southeastern United States. 
The safe deposit vault entrance is 20’’ in net solid thickness, and the same is true 
of the entrance to the security vault. Incorporated in each is a substantial thickness of 
Infusite, the York torch-resisting metal. 
Over 3,000 new boxes in the safe deposit 
vault offer a range of sizes to meet 
; the needs of a widely diversified clientele. 
iff ii Each box is constructed of stainless 
Wy i! steel and is equipped with the York 
Combination Changeable Key Lock, 
f the greatest advancement in lock con- 
struction since the invention of the 

combination lock. 
The security vault is equipped with 
special steel chests and lockers for the 
Tih Trust Department, Banking Depart- 
|| ment, and the Commercial Departments 

Le of the bank. 


Ab 


fa 


YORK SAFE and LOCK CO. 


York, Pennsylvania 


This magnificent structure is a noteworthy addition to 
Houston's imposing skyline. Alfred C. Finn, Architect, 
Kenneth Franzheim and J. E. Carpenter, Consulting 
Architects, E. F. Abell, Equipment Engineer. 


AV AU AC AOA AT AUA 


Be sure to attend American Bankers Association Con-— 
vention in San Francisco—Sept. 30 to Oct. 3. 


When writing to advertisers please mention the American Bankers Association Journal 
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National... 
Accounting Machines 


have brought a new service to banks 
... Everywhere 


September, 1999 


S™ years ago The National Cash 
Register Company announced a new 
posting machine for the savings depart- 
ments of banks. That announcement 
marked the beginning of a service which 
has brought new standards of accuracy, 
economy and speed to the savings depart- 
ments of hundreds of banks. 


Recently that service was greatly ex- 
tended through the addition of the 
Ellis Adding-Typewriter machine to the 
line of National Cash Register products. 
Now, not only savings postings but 
transit letters and many other forms of 
bank accounting can be handled on 
National Accounting Machines. 


The real measure of what this service has 
been worth is its acceptance by the 
banking world. In New York City 
seventy-five banks use National Posting 


Machines in their savings departments. 
Of these one uses more than 60 machines, 
another 40, another 30 and many use 
more than ten. 


The National Accounting Machine (Ellis 
Model) has also definitely established 
itself in the banking field. As the 
Ellis Adding-Typewriter it has been used 
over a period of years by many institu- 
tions. Backed by the service facilities 
of The National Cash Register Company 
this machine means more to the banker 
today than ever before. 


Today there is not a bank in the country, 
large or small that cannot profit from 
the banking service of The National Cash 
Register Company. To learn just what 
that service can mean to you only a 
phone call to our representative in your 
city or a wire to our Accounting Machine 
Division at Dayton is necessary. 


National Accounting Machines for Banks 


Product of The National Cash Register Company 
Dayton, Ohio 


When writing to advertisers please mention the American Bankers Association Journal 


2. 
2 .-. 9:22 


The Condition of Business 


Outlook of Autumn Trade Improves and Industrial Production 
Remains High. Earnings Point to a New High Record This Year. 
Further Expansion of Brokerage Loans Increase Pressure on 


USINESS enters the late summer 
and autumn season with indus- 
trial production continuing at 
the high level of activity that has 
prevailed for several months. A study 
of production for the first eight months 
of the year, with August conservatively 
estimated, reveals that for some three 
dozen major commodities an increase in 
output over the corresponding eight 
months of 1928 has been achieved with 
but few exceptions, and the average gain 
of the group is approximately 15 per 
cent. Retail trade has been quite satis- 
factory, considering the usual lull that 
comes with hot weather and vacations, 
and the outlook for fall business is one 
of promise. 

Merchandising chains are slowing 
down on their program of opening new 
stores, and the wholesaler and inde- 
pendent retailer seem to be working out 
plans involving mergers, cooperative 
buying and profit-sharing. Such a vast 
volume of business as has been done 
this year, and the relatively stable price 
level, have made earnings soar to new 
high records, and it is significant that 
in most instances the net profits have 
increased much faster than have gross 
revenues, indicating further progress 
being made toward efficiency in industry 
and transportation. Employment is 
large, payrolls are above a year ago 
and industrial disputes are found in 
only a few centers. 


A Noble Experiment 


ONEY rates behaved better last 

month than earlier in the summer, 
but if any banker does not yet realize 
that a credit strain exists he should 
analyze the entire portfolio of his own 
loans and discounts and calculate the 
average rate that would apply on all 
of the paper held. He will probably find 
it the highest for years back, and to be 
compared only with the period of 1919- 
20-21. Action by the Federal Reserve 
Bank of New York in raising the re- 
discount rate to check speculation and 
concurrently lowering the bill rate to 
help business is interpreted as an un- 
usual and noble experiment, which took 
the financial world by surprise and may 
accomplish the ends intended, although 
many private authorities express doubt 
as to the possibility of controlling credit 
into specific channels, regardless of 
rates offered. 

During the past twelve months mem- 
ber banks have increased their secured 
loans by $768,000,000 and their commer- 
cial loans by $421,000,000, disposing of 


Credit but Money Rates Have Not Seriously Hampered Business. 


$442,000,000 of security holdings in 
order to do so, yet at the same time the 
loans to brokers by “others” have ex- 
panded an additional $1,588,000,000. At 
present the aggregate of non-banking 
funds loaned in the New York stock 
market is over $3,500,000,000, and most 
of this could be withdrawn at any time; 
in fact, all that is loaned on “time” at a 
rate above 6 per cent, when applied to 
individuals and partnerships, is tech- 
nically in violation of the New York 
State usury law, the penalty for which 
is forfeiture of the entire principal and 
interest (except national banks, which 
lose only the interest). Bond prices are 
still depressed by tight money, and 
trading is dull, except in a few issues 
such as convertibles. A large portion 
of the country’s savings that formerly 
went into bonds direct or through banks 
is now being placed in the investment 
trusts of every variety, some of which 
are little better than “blind pools.” 


Industrial Production Up 


pws exceptionally high rate of indus- 
trial production generally during the 
past several months makes it appear 
certain that many new high records will 
be established before the end of the cur- 
rent year. In order to show definitely 
the output that has been achieved among 
different lines, a study has been made 
of some three dozen major commodities 
and articles, based on the production of 
the first seven months of the year with 
August conservatively estimated, and a 
comparison made with the actual figures 
for the first eight months of 1928. A 
summary of the results follows: 


AMERICAN INDUSTRIAL PRODUCTION 


First eight months (August estimated) of 
1929 and percentage of change from 1928 


Eight Per 
Months Cent 

Automobiles 1929 Change 
Passenger cars.. 3,718,200 +30.1 
Building Material 
Yellow pine...... 000,000 ft. 3.216 — 5.5 
Douglas fir...... 000.000 ft. 3,212 —13.0 
COMORES 000 bl. 111,030 — 2. 
Foodstuffs 
000 bl. 74,020 + 2.9 
eee 000 tons 2,141 +10.3 
Cattle slaughtered 000’s 5,318 — 6.5 
Hogs slaughtered 000’s 31,317 — 6.6 
Sheep slaughtered 000’s 9,084 + 6.5 
Leather and Shoes 
Sole leather..... 000 sides 9.998 — 7.3 
Upper leather.... 000 sides 12,071 — 9.2 
000 pairs 23,542 2.5 
Machinery 
Machine tools.... Percent 

normal 301 +39.9 
Farm implements Per cent 

normal 171 +19.7 
Metals 
000 tons 28,562 +15.5 
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Eight Per 
Months Cent 
1929 Change 
Steel ingots...... 000 tons 38,313 +16.9 
tons 691,690 +20.7 
tons 450,570 +30.3 
tons 424,490 + 1.3 
Petroleum 
Crude petroleum. 000 bl. 641,380 + 9.2 
000 bl. 273,510 +13.1 
Lubricants ..... 000 bl. 29,546 + 6.3 
Railway Equip- 
ment 
Locomotives \.... 627 +162.0 
Freight cars..... 51,770 +121.0 
Rubber 
Tire casings..... 000’s 43,382 +10.7 
Tire tubes....... 000’s 43,459 + 4.7 
Textiles 
Cotton bales 4,842,700 +12.6 
bales 407,610 + 7.1 
000 lb 461,590 + 8.2 
Miscellaneous 
Bituminous coal. 000 tons 334,940 + 6.9 
Anthracite coal.. 000 tons 48,739 + 0.7 
Cigarettes ...... 000,000’s 78,271 +10.5 
000,000’s 4.216 + 2.8 
Wood pulp...... 000 tons 2,928 + 4.3 
000 tons 9,251 — 1.7 
Fertilizer ....... 000 tons 4.986 — 2.1 


For the entire group shown above the 
average gain over the previous year is 
approximately 15 per cent, a most re- 
markable showing, even considering the 
fact that these lines represent for the 
most part basic commodities and that 
studies of the long-term trend of produc- 
tion of every type of goods give a some- 
what lower figure. Iron and steel as 
well as non-ferrous metal production has 
been running larger than ever before, 
and the same is true of motor cars and 
trucks, tires and petroleum. Machinery 
production has been heavy, incluaing 
machine tools, farm implements and 
railway equipment. All three branches 
of the textiles have increased their out- 
put compared with last year, as have 
coal and tobacco products. Building ma- 
terials have eased off somewhat. Food 
products and meats show a mixture of 
gains and losses, the 10 per cent increase 
in refined sugar production being due to 
the unusually low prices prevailing. 
Leather production is off, but shoes are 
slightly better. 


Trade Outlook Favorable 


A the present time the reports on re- 
tail trade gathered from all parts 
of the country by the mercantile agencies 
indicate that sales are fair in most 
centers, and the number of slow spots 
is more than offset by other cities where 
sales are running above the average. 
Merchandising experts observe a change 
taking place in the chain store field, 
which has had such rapid expansion 
during recent years and has seriously 
cut into the radius of operations of the 
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independent retailer and the wholesaler 
as well. It is said that many of the 
large chains have temporarily halted 
their expansion of new stores and are 
now concentrating on increasing the 
sales and earnings of the existing loca- 
tions. Competition between the large 
chains has become quite keen, and in 
the typical town of medium size can be 
found representatives of all the national 
chain organizations lined up along the 
main street. 

As another phase of this situation it 
is found that the existing chains are 
arranging numerous consolidations as a 
means to acquiring more locations, 
rather than opening new stores. But 
the independent retailers and whole- 
salers are taking steps in the same di- 
rection, and a few combinations have 
already been formed among distributing 
houses in the same line, often hooking 
up with their retailers on some arrange- 
ment of cooperative buying and profit- 
sharing, while a number of similar pro- 
jects are in the negotiation stage. 

Confidence in an active wholesale and 
retail trade this fall is increasing. 
Nevertheless it is not likely that the es- 
tablished custom of buying for only 
short periods ahead will be departed 
from, and with the stock markets in 
their present temper there is always the 
possibility that a severe break in prices 
would cut purchasing power in the fall 
and holiday seasons, for which goods are 
now being laid in. 


Record Corporation Earnings 


the large volume of 
manufacturing and trade this year, 
reports of earnings by corporations 
make a highly satisfactory showing, 
even when one allows for the large busi- 
ness establishments going ahead some- 
what faster than does the small mer- 
chant or factory owner, also for the fact 
that a large number of unprosperous 
units do not make their reports public 
and reveal them only in the group fig- 
ures issued by the Treasury Department 
a year or so later. 

A tabulation of the reports of more 
than 900 companies that have now been 
issued, covering the first half of the 
year, shows a gain of 27 per cent over 
the corresponding period of 1928. In 
the case of the railroads the gain was 
21 per cent, which was the result of a 
moderate increase in traffic handled, 
combined with only a small increase in 
operating expenses, thus resulting in a 
sharp increase in net operating income. 
For the general industrial and trading 
classifications there was an increase of 
36 per cent in their combined net profit, 
and eight out of every ten individual 
companies made an improved showing, 
in many cases, such as petroleum or 
rubber, turning a deficit last year into 
a surplus. Following are the details of 
this study, which includes every report 


CORPORATION SEMI-ANNUAL REPORTS 
Net Profits—000’s Omitted 
Six Months——, 
1928 


1929 
$8,303 $13,793 
7,837 


Industry 


Amusement 
Apparel 
Automobile 

Auto accessory... 
Aviation 


Building material. 
Chemicals, in- 
dustrial 
Chemical products 
Coal mining 
Copper .... 
Electrical 
Flour and baking. 
Food products.... 
Household goods. . 
Iron and steel.... 


Leather 
Machinery 
Merchandising ... 
Metals, non - fer- 
rous (exc. cop- 
per) 21,809 
Office equipment. . 11,742 
Paint and var- 
nis 
Paper products... 
Petroleum 
Printing and Pub. 
Railway equipment 
Real estate 
Restaurant chains 
Rubber 
Shipping 


23,469 
189,209 
D-3,548 

35,413 

34,562 


18.555 
933450 

1,923 
22,888 
26,368 


30,797 
15,228 


Textile products. . 
Tobacco 
Miscellaneous .... 


$1,241,435 


$909,464 
563,347 


462,025 
128,645 137,625 
430,458 507,500 


$1,924,264 $2,449,907 


Mfg. and trading. 
Railroads 


Other utilities... 
Grand total 


Surprising Action 


NTEREST rates are high, not because 

there is any scarcity of loanable 
funds, but because the purchase of 
stocks has run ahead of savings and 
has depended upon borrowed money to 
such a large extent. So long as the 
banks are willing to lend additional 
funds as needed, supplemented by out- 
side lenders who remove their deposits 
from banks to lend direct to brokers, and 
by foreign bankers who transfer bal- 
ances here from all parts of the world, 
the call rate can be kept from getting 
excessively high, even though a squeeze 
occurs every month-end. 

Brokers’ loans have expanded approxi- 
mately 47 per cent during the past 
twelve months and the amount loaned 
in New York alone by banks and others 
has now passed the $6,000,000,000 mark. 
All year the Federal reserve banks have 
attempted to check this inflation by 
means of selling their bills and securi- 
ties to offset the imports of gold, and last 
month the New York Reserve Bank 
raised the rediscount rate from 5 to 6 
per cent and at the same time lowered 
the buying rate on acceptances from 5% 
to 5% per cent. This rather contra- 
dictory and surprising action was inter- 


preted to mean an effort to check credit 
in general but to lighten the cost of 
crop moving and commercial trans- 
actions. Acceptance rates are not so 
important as might be supposed, for the 
volume of goods financed on this basis 
is quite small in relation to total trade 
and the majority of business houses out- 
side of New York City have never made 
use of a banker’s acceptance in their 
entire history. 

It is therefore idle to talk of the re- 
serve banks “helping business” by lower- 
ing their buying rate on bills by % of 
one per cent. Moreover there is reason 
to seriously doubt the possible effective- 
ness of this unusual policy of con- 
currently raising and lowering rates, 
If the central bank authorities are con- 
vinced of the necessity of curbing ex- 
pansion of secured loans they could ac- 
complish their end by successively rais- 
ing the discount rate to 7 per cent, 8 
per cent and as high as may be neces- 
sary to break the market. This, how- 
ever, they are reluctant to do for the 
reason that it would undoubtedly hurt 
business, but meanwhile the stock loans 
continue to swell and business generally 
is stimulated by the purchasing power 
that comes from market profits. Many 
bankers do not even believe that it is 
possible to control credit by arbitrary 
means, since it always tends to flow 
into the channels that bid the highest 
rates, and they are watching with great 
interest the working out of what they 
call a “noble experiment.” 


Bank Changes in the Year 


|B gti the past year the condition 
of banks has changed principally in 
the form of their assets rather than in 
the amount, while at the same time the 
body of loans made by outsiders to 
brokerage concerns has grown to nearly 
$3,500,000,000, and constitutes an ele- 
ment in finance that has been termed by 
Colonel Ayres “our invisible banking 
system” but can no longer be spoken of, 
as has been done in some quarters, as 
“our insignificant banking system.” Fol- 
lowing are the member bank figures for 
the latest date in August available, com- 
pared with the beginning of the year 
and with August, 1928: 


REPORTING MEMBER BANKS 
In millions of dollars 


Commercial loans.... 

Secured loans 

Investments > 

Loans and investments 22,433 
Demand deposits... 13,068 

Time deposits 6,730 

Govt. deposits 


Total deposits 19,842 21,062 
(Continued on page 294) 


Major Financing in August 


Issue 
Miss. River Fuel Corp. Ist s.f...........- 
Sou. Calif. Edison Co. ref. mtge 
Chilean Consol. Munic. loan ext. s.f. A... 
Sou. Natural Gas Corp. Ist s.f........... 


Amount 
$16,000,000 
15,000,000 
15,000,000 
13,000,000 


Rate 


re 4 of Chicago park imp. etc 

Cc. R. I. & P. Rwy. Co. eq. tr. P 

Ulen & Co. conv. s.f. deb 

Natl. Hotel of Cuba inc. deb 

Penn. Dock & Warehouse Co. s.f........ 
Standard Investing Corp. conv. deb 


9,450,000 
7,500,000 
6,250,000 
5,750,000 
5,000,000 


published up to September 1 and is 
believed to be fairly representative of 
American business as a whole. 


AMA MIND 


1939 100 


|| 
7 
15 
21 226,950 236,295 
40 40,016 64,917 
6 7,546 12,522 
| 14,096 19,166 
62,597 79,785 
14 19,844 22,579 
12 2,864 4,241 
12 26,714 50,668 
20 48,017 65,554 ; 
‘ 13 28,891 33,810 
23 a 61,445 
20 4 
35 
: 5 
37 
27 
19 
13 || 
5 
4,702 
9 6,031 
40 107,754 
9 18,930 
12 25,386 
7 7,563 
7 3,154 
6 17,342 
3 2,394 
~~ 14 5,446 6,761 
: 8 5,635 6,762 
34 20,409 28,506 
185 
100 
916 
D-Deficit. 
Aug. Jan. Aug. 
21, 2, 22, 
1929 1929 1928 
9,000 9,011 
7,807 6,745 
5,931 5,930 
22,7387 21,686 
13,983 12,785 
6,912 6,823 
167 148 
iz Due Price Yield 
1944 103 5.62 
1954 98 5.14 
1960 94 7.50 
1944 97% 6.25 
9,500,000 1930-49 4.65—-5.50 
1930—44 5.15-6 
1944 99 6.10 
’ 1959 100 6.00 
1949 98 6.17 
5.50 
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“Oh, don’t waste time 
asking your banker. 
Naturally he wants to keep 
your money on deposit—pay 
you only a measly 4% — make 
profits hand over fist with your 
cash as he has in the past. Of 
course he will tell you not to 
get in on this proposition!” 


Are You Aiding 
the Blue Sky Salesman? 


A shrewd salesman. One of your good customers. Strong arm pressure. Mr. 
Prospect weakening. The parting shot—‘‘Oh, naturally you can expect your 
banker to talk against this proposition. He wants your money on deposit!” 


after all, your interest centers only in keeping their 
money on deposit. 

Such a reaction on the part of a good customer is, 
of course, highly undesirable. First, it strengthens 
the case of the Blue Sky Salesman. Second, and more 


where. And what is the attitude of your bank 
towards the situation? Are your facilities—or lack 
of them—aiding the Blue Sky salesman? 


[eo like this happen every day—every- 


Your best customers are interested in securities. They 


have surplus funds to invest in stocks and bonds. 
They need reliable investment information in order 
to place this money wisely. 


If through personal experience . . . hearsay .. . 
previous contact with your institution . . . your bank’s 
propaganda . . . your whole attitude, in fact . . . they 
know you are ready and able to supply them with 
terse, accurate, up-to-date factual data, the “Don’t- 
ask-your-banker” contention of the scheming pro- 
moter will fall flat. 

On the other hand, should your depositors realize 
that they cannot look to you for constructive help 
along investment lines—if an unqualified “Don’t buy 
it,” or a weak “I don’t know” is your answer to their 
inquiries—they will undoubtedly come to think that, 
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important still, the future growth and prosperity of 
your institution depends in large part, at least, upon 


the good will of profitable depositors. 


You can meet this issue easily and inexpensively 
through the service, STANDARD CORPORATION 
RECORDS. The information this publication brings 
you is always up-to-date—to yesterday. You have in 
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Easy to use, the service will actually save your time. 
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how it might fit into your bank—assist you to build 
profitable good will. The handy coupon is an easy 
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The Super-Bank 


(Continued from page 195) 


citizens and use the money for payment 
of its own interior debts. The pru«fit- 
ableness of such an operation remains, 
however, an open question. 

/In neither of these cases can the pro- 
posed Bank for International Settle. 
ments be expected to do much for alter- 
ing the conditions of the mobilization 
of réparations claims. In the first case 
the difficultiés remain fundamentally the 
sam¢. In the second, each creditor coun- 
try must act on its own responsibility 
and can only have some technical assist- 
ance from the international bank. 


Without Utopian Ideas 


yan third current of thought that 
has contributed to the formation of 
the Young plan proposal for an interna- 

tional bank is the idea that the world’s 

PROGRESSIVE banking organization needed to be com- 
pleted by some central institution that 
could take the lead in the reorganiza- 
tion of the world’s money, finance and 
trade. This idea was _ particularly 
prominent in the early post-war times. 
A lot of projects for an international 
bank were then published and serious 
international conferences, such as that 
of Brussels in 1920, had much trouble 
Th M e ; di ° with clearing the ground of them. The 
S arine s directorate includes real work of reconstruction had to be 


carried through without the resort to 


active chief executives in 29 any Utopian ideas. 


Today the world’s currencies are prac- 


tically all back on a gold basis. This 
different industries. result has been attained by the efforts 
of the several countries concerned, as- 
sisted by a friendly and far-sighted co- 
operation of the leading financial 


‘ powers, but without the help of any in- 
ternational super-bank. Similarly, in 
the sphere of finance and trade interna- 
tional loans have been arranged on a 


scale unprecedented in the world’s 


T R U S T € O M P A N yY financial history; and this has been done 


by private initiative and by the aid of 


the savings of millions of people, no 
O F B U F FA L O | mystical creation of international 
. “credit” having been required for the 
CAPITAL, SURPLUS AND UNDIVIDED PROFITS OVER $30,000,000 purpose. The world’s trade has been 
rebuilt and even developed far above 
any pre-war standards; only political 
restrictions have prevented this develop- 
ment from attaining much more. There 
has been no need of a central institution 
for taking the lead in this remarkable 
achievement of the unlimited forces of 
private initiative and private accumula- 
tion of capital. 


Why a Super-Bank? 


ITH these facts before our eyes 

we may really ask why it should 
now be regarded as necessary to create 
a world’s super-bank. The Young plan 
gives some hints as to the value of 
such a bank for international trade. It 
seems clear enough that under present 
conditions of the world’s economy Ger- 
many cannot possibly pay the sums that 
the plan requires. It is therefore a 
natural thought that everything should 
be done to increase the world’s produc- 
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tion and the international exchange of 
goods, whereby Germany’s paying ca- 
pacity would be furthered indirectly. 

More particularly this end could be 
promoted if capital could be supplied on 
an increasing scale to undeveloped coun- 
tries which thereby would become capa- 
ble of absorbing a surplus of German 
export goods. There, again, it is 
thought that the new bank for interna- 
tional settlements should prove a power- 
ful instrument for realization of condi- 
tions favorable for reparation pay- 
ments. Still it must be regarded as 
extremely doubtful whether such an in- 
ternational bank could do anything ap- 
preciable for improving the basic con- 
ditions of the world’s production and 
trade. 

For the much desirable increase of 
the capital supply to undeveloped coun- 
tries, and particularly to the colonial 
world, the bank’s own resources would 
obviously be entirely insufficient. If it 
is said that the bank could induce the 
creditor countries to invest their repara- 
tions money in the colonial world, the 
answer is that investments in these 
countries are continually going on and 
that their further growth depends much 
more on confidence in peace and in a 
normal development of international 
trade relations than on any service an 
international bank may conceivably be 
able to effect. 

In any case it remains to be seen how 
far undeveloped countries supplied with 
capital from German reparations pay- 
ments will be allowed to use such capital 
for acquiring German goods. The ten- 
dency to control colonial markets in the 
interest of one’s own exports seems to 
be too strong to become appreciably 
mitigated by such an external fact as 
the erection of a world’s central bank. 


May Obscure Fundamentals 


HAT has now been said should of 

course not be taken as a verdict 
in advance on the results that might be 
attained by the new bank. Every busi- 
ness man knows that the value of a new 
enterprise is not defined by the prospect. 
The ultimate result always depends on 
the management. 

All we can say in the present moment 
is that the new bank is not needed from 
the point of view of the world’s economy 
and that it, even if a convenient instru- 
ment for reparation payments, does not 
alter the fundamental conditions of the 
possibility of such payments. There is 
some danger lest the erection of the 
new bank should obscure these funda- 
mental conditions and make _ public 
opinion believe that more had been ac- 
complished for real progress than is 
actually the case. 


On a Grand Scale 


N the other hand, it is impossible 

to feel sure that the erection of 
an international bank may not produce 
new difficulties that may prove serious 
enough. Nobody knows how the great 
power of such an institution will be 
used and what particular influences will 
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“It seemed impossible 
for this young man to 


cause the bank a loss 


of more than $5,000” 


Yet he stole $18,000 


W. paid the loss—paid it in full—for the de- 
frauded bank carried anF &D BankersBlanket Bond. 


An official of the bank made this statement when 
filing the claim: 


“This loss would not have been covered if you had 
not succeeded in persuading our directors to 
replace our individual fidelity bonds and burglary 
policies with one of your company’s Bankers 
Blanket Bonds. It seemed impossible for this 
young man (the Note Discount Clerk) to cause 
the bank a loss of more than $5,000. That was 
all he was bonded for under the old coverage.” 


Are you still depending upon individual Fidelity 
Bonds to protect you against dishonesty? If so, 
you are running the rick of some day finding your- 
self in the position that the above bank would have 
been; had it not heeded our advice. 


Lack of space prevents us from describing here the 
numerous advantages of the F&D Bankers Blanket 
Bond. But ask the bank that carries one. Then 
let our representative in your community give you 
all the facts. Or write us direct. Of course, you 
won't be obligated in any way. 


FIDELITY AND DEPOSIT 
COMPANY OF MARYLAND 


Baltimore 


Fidelity and Surety Bonds Burglary and Plate Glass Insurance 
Representatives Everywhere 


An American company providing the best possible protection for American banks 


— 
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Where 


Quality 


is the first consideration 


MILWAUKEE 
CHAIRS 


Fe directors’ rooms of built-to-order elegance— 
for officials’ quarters of distinction — for gen- 
eral offices of refinement — for whatever the purpose 
or whatever the requirement there are Milwaukee 
chairs to meet the need correctly and in perfect 
harmony with the surroundings. 


Milwaukee Chairs are recognized by officials of 
prominent banks and big business institutions as 
the standard of beauty and utility —clear evidence 
of the leadership of these famous chairs whenever 
and wherever quality is the first consideration. 


Photographs of chairs suitable for your particular 
requirements wili be gladly submitted. Write to the 
‘Milwaukee Chair Co.,666 LakeShore Drive, Chicago. 


MILWAUKEE 
CHAIRS 
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succeed in controlling it in their service, 

It must also be regarded as extremely 
doubtful whether it is wise to create a 
bank which should be a central reserve 
bank for the world and at the same time 
act on a grand scale as an investment 
institution. Any experience speaks 
against such a combination. The great- 
est care must obviously be taken to 
prevent the new bank from a develop- 
ment that could easily involve more 
harm than good. And, under all circum- 
stances, the present work for the world’s 
progress must be continued and no part 
of it can be left aside as if the creation 
of the new bank were a sufficient meas- 
ure for solving the problem before us. 

This holds true with regard to the 
stabilization of the world’s currencies 
and of the gold standard itself as well 
as to the promotion of international 
trade and capital movements. But, as 
shown above, it also holds true with 
regard to the basic conditions of the 
reparation payments problem. Institu- 
tions and formal arrangements may 
under certain circumstances be useful. 
But they can never serve as a substitute 
for real work for the world’s progress. 


Soil Conservation and 
the Banker 


(Continued from page 198) 


These meetings have been very well at- 
tended because of the bank’s interest in 
getting these farms, on which they have 
loans, terraced, if such work is needed. 
They have over 60,000 borrowers in the 
state. The meetings consist of practical 
lectures by Mr. Short, the Extension 
Farm Engineer, and others. Then they 
go out in the fields, lay out some ter- 
races, and build them. 

This cooperative move between the 
bank and the college is getting results 
and still other agencies are coming in 
and working with the college in putting 
across the terracing program in Texas. 
The result of this is that there are 2,808,- 
251 acres terraced in Texas at the pres- 
ent time. 

When the bankers and the investment 
companies who have money loaned on 
farm lands become interested in this 
proposition of conserving our soil, I be- 
lieve we will get further than we can in 
any other way. The terracing of lands 
which need terraces will, in no small 
way, assist in solving the national flood 
control problem. 


Farm Returns Increase 


from farms operated by 
owners throughout the United States 
in 1928 averaged larger than for any 
other year since the postwar agricultural 
depression which began in 1921-22, ac- 
cording to an announcement by the 
Department of Agriculture based on 
reports received in the course of its 
annual survey of farm income. 

The year was marked by gains in the 
South Central, West North Central and 
East North Central states, with the 
greatest decreases in the South Atlantic 
and North Atlantic states. 
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Why the Discount Rate 
Was Raised 


(Continued from page 218) 


easing through a lower bill rate would 
be considered a little more optimistic 
than the intangible tightening through 
a higher rediscount rate would be con- 
sidered pessimistic. Perhaps by this 
time the stock market has accepted this 
view, which it might have done at once 
if it had weighed properly the counter- 
balancing influences of the two rates. 


May Bring Down Interest 
Rates 


OW the question is, what volume of 

bankers’ acceptances or bills will 
the reserve system buy between now and 
the end of the year? 

It is obvious that bills cannot be bought 
faster than they are issued and there 
are limits to their issuance. The use of 
bills is growing from year to year. Last 
year was a record and this year prob- 
ably will set a new record. Last year 
there was an increase in all bills out- 
standing by about $300,000,000 between 
August and December, mainly in Sep- 
tember and October, the total reaching 
$1,284,000,000 in December. The reserve 
system absorbed just about this amount 
of increase, $300,000,000. Reserve banks 
at the peak season held about two-thirds 
of all bills, $812,000,000, of which, rough- 
ly, 40 per cent, nearly $500,000,000, were 
for their own account, and, roughly, 25 
per cent, or $325,000,000, were for the ac- 
count of foreign correspondents. 

Thus it might be reasonable to expect 
that the reserve banks will acquire $350,- 
000,000 to $400,000,000 of additional bills 
before the end of the year, easing the 
money market by this amount. But 
something like $300,000,000 will be 
needed for currency. If the bill pur- 
chases are greater, or if open market 
purchases of government securities are 
made in addition, then the amount of re- 
serve credit released through open mar- 
ket operations may be enough to enable 
member banks to reduce their aggregate 
rediscounts. 

If this occurs, if discounts are lowered, 
the tendency may be to bring down inter- 
est rates. This is highly conjectural at 
the present time, for it depends on so 
many future developments which cannot 
be anticipated either by outside observers 
or by the Federal reserve authorities 
themselves. 


Officials Are Sympathetic 


0 hw Washington impression is that a 
7 per cent rediscount rate in New 
York is improbable, although not impos- 
sible. 

The feeling in Washington is that the 
6 per cent discount rate will not tend to 
increase the pull of gold here from Lon- 
don, which can ill afford to lose it. Some 
authorities think that a 6 per cent redis- 
count rate under present circumstances 
of higher call money rates do not have 
much to do with the pull of gold from 


All CALIFORNIA BANKS 


are deeply interested in a fine attendance at the 


SAN FRANCISCO CONVENTION 
of the A. B. A., SEPT. 30-OCT. 3 


ECURITY-FIRST NATIONAL 
BANK. OF LOS ANGELES 


Pe THE eon to and from the con- 


Visiting bankers are cordially invited to 
make our bank their’ headquarters wher- 
ever they wish to visit. Command our 
facilities. Write for maps, etc., and let 
us make reservations or advance ar- 
rangements for your comfort and 
pleasure. 


hates and thet friends will naturally 
\wish:to:visit:Los Angeles an uthe 
‘wish to visit'Los Angeles and Southern 
California. Bank has Branches in 

communities, extending from Fresno | 
and Luis Obispo on the north, to 

the Mexican*Line. 

{RESOURCES 600 MILLIONS 
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THE LIFEBLOOD OF A BANK IS PUBLIC OPINION 


Modern banks use modern methods to influence public opinion favorably. 


They erect massive buildings — install handsome fixtures — they advertise — 


they cultivate people —they seek new ways of being helpful. 


Checks made on La Monte National Safety Paper are important factors 


in good will building — for two reasons: 


1. They please the depositor. 


2. They reflect the depositor’s—and your own — standing and dignity. 


Thus a withdrawal form becomes a good will builder. 
Send for the free booklet (1-K) of sample La Monte checks. It 
shows how: many other banks are using La Monte National Safety Paper 


—easily identified by its wavy lines —to help gain good will. George La 


Moute & Son, 61 Broadway, New York. 


LA MONTE 


NATIONAL SAFETY 
FOR CHECKS 


abroad. In fact it is not known how 
much foreign money is on call loan in 
New York, although the amount is esti- 
mated variously at between $200,000,000 
and $350,000,000. 

There is an impression that New York 
banks will try to prevent the call money 
rate fiom rising, keeping it perhaps 
around 7 per cent. This is not a direct 
concern of the Federal Reserve Board in 
Washington, but there are some reasons 
for thinking the officials here are cogni- 
zant of the intention and are sympa- 
thetic. The motive, so far as Washington 
is or would be concerned, is not to stimu- 
late the stock market, but to keep the 
call money rate from dragging other 
rates upward. Lower call rates also will 


PAPER 


tend to discourage banks outside New 
York from throwing their funds into 
that market. 


Playing the Game 


I’ is too soon to begin to talk about 
when the discount rate will be re- 
duced. Washington authorities say they 
do not know, and they certainly do not 
know. It all depends on the various fac- 
tors mentioned in this discussion, and on 
some other factors not mentioned. 

The question is often asked as to 
whether the stock market will not take a 
bullish spurt when the rate is finally 
brought down. In this connection it 
should be noted that, after all, the stock 
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market did not take a permanent diop 
when the New York rate was put uy to 
6 per cent. It develops that the 6 per 
cent rate was not the speculation-deier- 
rent as advertised in advance. It prob- 
ably was of far less influence than it 
would have been three months ayo. 
There are ample grounds for suspecting 
that a reduction of the rediscount rate, 
when it comes, will not produce a runa- 
way market. This is further suggested 
by the fact that credit restriction through 
bills or securities may be applied simul- 
taneously with some future discount rate 
reduction, thus playing the game oppo- 
site to the current phase. 


Has Kept Hands Off 


INCE Federal Reserve Board policies 

have become so much of a public is- 
sue, it may be pertinent to point out at 
this time that the recent rate policy was 
adopted only after a conference with 
governors of the reserve banks. It was 
apparently a community decision on 
which there was no serious disagreement. 
The board is consulting the governors 
freely. At the same time there are rea- 
sons for suspecting, without actually 
knowing, that the board is getting its 
collective mind in shape to take actions 
more quickly and summarily hereafter. 
If it were to be admitted that the New 
York rate should have been raised 
sooner, then it is conceivable that under 
comparable circumstances in the future 
the action would be taken sharply. 

The White House or the “administra- 
tion” or other political influences had 
nothing to do with the recent rate policy 
of the reserve system, reports intimat- 
ing this being made of whole cloth. The 
White House has kept hands off credit 
policies. 

Congressional inquiry will be made 
into Federal reserve policies, stock mar- 
ket speculation, branch and chain bank- 
ing and other bank and credit questions 
in the next session of Congress in the 
spring of 1930. Legislation to strengthen 
the power of the Federal Reserve Board 
to control the use of credit in securities 
markets will be proposed. The attitude 
of the Federal Reserve Board probably 
will be that it has plenty of power al- 
ready, that it would be unwise to attempt 
to use all the power already possessed, 
and that new legislation of fundamental 
nature is unuecessary. 


Reserve System Profits 


ET profits of all member banks 

in the Federal Reserve System for 
the last six months of 1928 were $249,- 
532,000 according to an announcement 
by the Federal Reserve Board. This was 
‘about $5,000,000 less than for the first 
half of the year, but considerably larger 
than for any earlier half year in the 
history of the system. 

Net return was at the rate of 8.6 per 
cent on the capital funds of the banks 
as against a rate of 9.3 per cent for the 
first half of 1928 and 8.2 per cent for 

the last half of 1927. 
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Letters to Branch 


Managers 
(Continued from page 199) 


live up to true banking principles, the 
result will be that later on when the in- 
evitable hard times come, our custom- 
ers will be overextended and will have 
contracted bad habits through our lax 
banking practice. 

“Now is the time to weed out your 
poor customers; either get them to pay 
up or square up in a satisfactory man- 
ner, and do not let your good borrowing 
customers get into bad habits. We have 
plenty of money and should be able to 
take care of the legitimate and deserving 
customers the coming year and will prob- 
ably have a large surplus above this, 
but this large surplus is an abnormal 
thing, due to abnormal conditions, and 
we must brace ourselves and be ready 
for the comeback when it comes. We 
wish collections pushed just as hard this 
year aS when we actually needed the 
money for our own safety. 


The Burden of the War 


11, 1916.—I have put in 
quite a little time recently on 
the distribution of expense account 
which is kept up at head office for:all of 
the branches. As a rule, I pay very little 
attention to this book, as in times past 
I have never found much in it to interest 
me, outside of the fact that it does 
cost considerable money to do business. 
A few little things have come to my at- 
tention recently which caused me to go 
into it a little more closely. Besides, our 
profits have been cut this year, and a 
great many burdens are being placed 
on us on account of the war. We are be- 
ing taxed on circulation, and the stamp 
tax is hitting us quite heavily. Besides 
that, there is an inclination to load on all 
kinds of expenses in the way of dona- 
tions, and we must watch the corners 
very closely to try to save what we can 
in order to make any kind of decent 
showing. 

“In going over the account I did not 
find any dresses for the managers’ wives 
nor hair ribbons for the little girls, 
neither did I discover any suits of clothes 
for the managers, but I did find some 
little things which seemed to me a little 
peculiar in a bank’s expense account. 
Nothing serious, still I hope that all of 
the managers will watch this account 
another year as closely as possible and 
try to cut out all unnecessary expenses. 
All of the banks are having to do the 
same, 

“Every line of business is feeling the 
burden of the war, and I presume we 
will feel it more heavily. We do not 
wish to take the war expense out of the 
employees, as some of the institutions 
have been doing. The facts are, we 
are one of those who have not reduced 
salaries and cut down the staff heavily. 


Some Pretty Plain Talk 


6¢6@ EPTEMBER 5, 1917.—While I have 
been off the job the different lia- 
bility ledgers have been running through 


More Than 50% of the 
Banks in Philadelphia 
Carry Accounts with Us 


— The truest picture of the 
character of a man may be had 
by consulting his neighbors. 


— The best credit informa- 
tion can be secured from 
those engaged in the same 
line of business. 


— The sincerest praise is that 
given by one who uses the 
service he recommends to 
others. 


Sum up these three truisms 
and consider the significance 
of the fact that 66 other 
Philadelphia banks use this 
bank as their active depos- 
itory and collection agent. 


THE 


PHILADELPHIA 
NATIONAL BANK 


INCORPORATED 1803 


PHILADELPHIA, PA. 


Capital and Surplus ..... . $50,000,000 
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Oz of the longest honking in 
the United where from 


my mind pretty regularly. If I could 
have had some of the customers in to 
see me some of the mornings when my 
temperature was down, I think I would 
have given them some pretty plain talk. 
Perhaps it is just as well they did not 
come in, as it might have brought up 
both their temperature and mine. I kept 
coming back to one point as I thought 
matters over, and that is, that our motto 
this fall must be ‘COLLECT, COLLECT, 
COLLECT.’ You may underscore this 
several times for emphasis. 

“We have a fair crop in nearly all of 
our territory and an exceptional price. 
If the men who are hard up cannot get 
into shape under these conditions they 


never will, and the quicker we clean them 
up and get them off our books, and, if 
necessary, write the loss off, the better 
for all concerned. We know nothing of 
what next year’s crop is going to be, and 
we know nothing of the price we will get. 
One thing, however, is certain, the law of 
action and reaction is bound to work, 
even if there is a war, and the higher 
the price of wheat goes now, the lower 
it will drop after the war. 

“Some authorities claim that very 
soon after the war wheat will drop as 
low as seventy-five cents per bushel. 
You ean easily see what this means in 
the way of returns and debt-paying abil- 
ity of your customers. You are doing the 


people in your territory a great favor 
by insisting on their getting out of debt 
now when they have an opportunity and 
insisting that they stay out of debt so 
that they will not have to carry a burden 
when the price drops and reaction sets 
in. War contracts have practically 
ceased, and readjustment has set in in 
earnest. The West will not feel it quite 
so soon, but it is coming just as surely. 

“There is another side of the matter 
which we must take into consideration. 
This is a time when every bank has to 
take care of itself. There is no use of 
our running along feeling that if calamity 
hits us we can run out and get some- 
one to help us, for each bank feels it 
has enough to do to take care of its own 
business, and if we do not keep in shape 
and get our supply of oil while it is 
going, we will be in the position of the 
Foolish Virgins (which we have all read 
about) a little later on. 

“The first business of every individual 
and firm at the present time is to help 
win the war and the burden will be 
placed on the banks more and more as 
time goes on. It may be that business 
will have to stop to some extent to ac- 
complish this, but whatever happens, the 
war must be won. If we do not win the 
war our business won’t be worth much 
anyway; so it is more essential to win 
the war and stop some business for a 
time, than to be defeated and stop busi- 
ness permanently. 


“Some of your customers will probably 
grumble if you draw the line on them, 
but we need not care about that. If they 
cannot see the situation, and that it is 
for their own good to pay their debts, to 
go without things which they do not 
absolutely need, and keep out of debt 
under present conditions, they certainly 
are of no value to us as customers. 


66QEPTEMBER 25, 1917.—Deposits are 

running up very nicely, in most of 
the branches. A few of the branches 
do not show any increase to speak of as 
yet, and only a few show any marked 
reduction in bills receivable. I will be 
glad when the farmers begin to pay up. 
for then we will know that we have the 
money. As long as we simply have it on 
deposit, it is always subject to call and 
we cannot judge how much is going to 
be paid to us. We must make a clean 
sweep this fall in some way.” 


This is the second of a series of ex- 
tracts from letters to branch bank man- 
agers written over a period of twenty 
years by H. O. Powell, general manager 
of the Weyburn Security Bank, Weyburn. 
Saskatchewan, Canada. 
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Emigrants of American 


Industry 
(Continued from page 202) 


existing foreign trade in other countries 
as well as their market in the United 
States. 

The indirect results of American ex- 
pansion along such lines are also highly 
important. The establishment of Amer- 
ican factories abroad usually means the 
export of American factory machinery. 
Factory machinery was exported from 
the United States last year to the value 
of about $250,000,000, a large part of 
which went into American factories es- 
tablished abroad. Had American manu- 
facturers permitted their foreign com- 
petitors to retain the industrial field in 
their own countries much of this factory 
machinery would have been manufac- 
tured in such countries. 


A Stimulus to Buying Power 


HE establishment of American fac- 

tories abroad also usually results in 
an immediate increase in wages in the 
countries interested, an improvement in 
the standard of living and a general stim- 
ulus to domestic prosperity, all with the 
result that the buying power of the peo- 
ple in such countries is increased to the 


manifest advantage of American exports | 


in other lines. Newspaper dispatches 
report that the establishment of the Ford 
factory at Antwerp already has affected 
the entire labor situation in Belgium, 
raising the standard of wages and in- 
creasing the local demand for foreign 
goods. 

All of this merely illustrates the fact 
that, after all, the manufacturing indus- 
tries of the world are more closely inter- 
dependent than may at first be realized 
and manufacturing for international 
trade, like international trade itself, can- 
not long be developed upon an uneco- 
nomic or artificial basis. Sooner or later 
manufacturing in any particular line will 
be carried on where and when the eco- 
nomic advantages dictate. It is for this 
reason that international trade tends 
more and more to become a matter of 
specialties in the various countries. 

There is less actual competition be- 
tween countries in international trade 
than at first appears. Sooner or later 
trade in any particular line goes to the 
country which can produce that line to 
best advantage. The immense increase 
in American exports in the past few 
years has been less at the expense of 
other countries than in the development 
of new lines of trade, trade in new prod- 
ucts, or in the expansion of new indus- 
tries. The foreign competitors of the 
United States usually are able to main- 
tain their foreign trade in those lines in 
which they have excelled in the past, the 
chief exceptions being in those lines in 
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Home Banks, Elgin, Ill. 


PLANNED TO PAY PROFITS: 


ERE is a building planned to assure 

maximum occupancy, to please and 
satisfy tenants and to assure a profitable return 
to the owners. 


The office portion is designed as a central shaft, 
giving every office a desirable outside exposure, 
with ample light and ventilation. This not only 
enhances the architectural effect of the building, 
but also avoids the possibility of being cut off 
by adjacent buildings. The exterior of the build- 
ing is of Indiana limestone over a base of axed 
granite. Fine workmanship and enduring ma- 
terials are a permanent proclamation of the 
moral qualities involved in the great business 
of banking. 


This building was designed, 
built and completely equipped by 


= 


ST. LOUIS BANK BUILDING 
AND EQUIPMENT COMPANY 


Designers, Gngineers and Builders for Banks 
CHICAGO x SAINT LOUIS 


which modern industrial development in 
this country has been more rapid and 
successful than in the competing coun- 
tries. 


Exclusively 


MEMPHIS 


OR does it appear that there are any 
means of controlling this movement 
if it is desirable to do so. 


The manu- = 
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DEPENDABLE 


THE ATLANTIC NATIONAL BANK 
is known as a dependable correspondent, 
because of the service it has rendered for 
over a century. 


At present this bank handles over 70,000 


items a day for its correspondents . . . Its 


Collection Department has specialized in 


Bill of Lading business . . . 


Its Transit 


Department provides 24-hour service. 


We shall welcome the opportunity 


EPR 


ey 


THE OLDEST COMMERCIAL BANK” 


to serve you. 


he 


ATLANTIC 


NATIONAL BANK 


OF BOSTON 


IN BOSTON 


MAIN OFFICE < 10 POST OFFICE SQUARE 


facture of goods abroad by American 
concerns for import into the United 
States is merely a question of tariff. Mr. 
Ford cannot manufacture tractors in Ire- 
land for import into the United States 
unless the American tariff permits trac- 
tors to enter free of duty or at rates of 
duty which render such imports possi- 
ble. The same may be said of gunny 
sacks from India or any other such prod- 
ucts which may be manufactured abroad 
for the American market. 

American labor has suggested that 
patents be granted manufacturers in the 
United States only on the condition that 
goods manufactured under them shall be 
manufactured only in the United States. 
Naturally other countries could and prob- 


ably immediately would shut out Ameri- 
can goods manufactured under such con- 
ditions or would refuse to recognize 
American patents so limited. The fact 
is that there is no remedy because there 
is no method of successfully interfering 
with economic progress. Moreover, this 
general movement is reciprocal. While 
American manufacturers are now estab- 
lishing factories in other countries, for- 
eign manufacturers have long been doing 
the same thing and for the same reasons 
right here in the United States. It re- 
quires only a casual examination of the 
files of the Alien Property Custodian in 
Washington to demonstrate how exten- 
sive this movement was from Germany 
immediately before the World War. 


Other countries have done the same 
thing. Even at present British automo- 
bile manufacturers’ are establishing 
American factories. Dutch aeroplane con- 
cerns have established giant factories jn 
this country. French perfumers, Italian 
maccaroni makers, even Mexican hot 
tamale makers have followed suit. It so 
happens that at present the tide has 
merely turned the other way. 


The Case for Character 


Loans 
(Continued from page 196) 


approximately 87 per cent of applications 
during the last twelve months. There are 
to come to you the professional qualifier, 
the pyramider, and the con man. You 
are going to have diamonds flashed be- 
neath your nose that are as large and 
perhaps as nearly worthless as any in 
existence. You are not going to run a 
pawn-shop, but you are going to have an 
opportunity to do so. 

This brings us to the manager you 
have chosen for your loan department. 
Unless you have a very carefully trained 
employee available, please do not make 
the mistake of thinking you can pick 
out a junior who is about due for a 
raise, and make him your small loan 
man. Like the gentleman who pur- 
chased the highest priced set of clubs and 
wagered he could learn golf in three 
weeks—it simply cannot be done. You 
will make no mistake about the impor- 
tance of this position. You will pay a 
good salary and secure an individual who 
has had training and experience—empha- 
sis on the latter—in the making and col- 
lecting of deferred accounts. Your man- 
ager is a shrewd judge of collateral and 
human nature. He will know how to 
discount references—even a credit bu- 
reau’s report often requires a double 
check. 


**His Job Is No Cinch”’ 


in personal loans seem 
to agree that an advance exceeding 
20 per cent of an applicant’s yearly in- 
come is poor policy. In the handling of 
endorsed notes most banks agree that a 
minimum of $100 is practical. A loan is 
ordinarily not made unless sufficient to 
consolidate all of the borrower’s present 
indebtedness. Loans for speculation are 
not made, nor for luxuries. Even in the 
case of many necessities which the ap- 
plicant wishes to purchase, loans should 
not be approved unless the borrower has 
from 15 per cent to 20 per cent of the 
purchase price. This rule is followed 
successfully by many conservative in- 
stallment houses. 

Everything considered, the small loan 
man must be a patient soul and a spe- 
cialist in handling and retaining details 
easily. His job is no cinch. 

Among the various plans for handling 
personal loans now in operation in our * 
various states the savings loan plan is 
perhaps the most common, although it 
requires the installation of special sav- 
ings accounts. Under this plan the bor- 
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rower signs a note due in one year and 
agrees to open a savings account and de- 
posit therein at regular monthly inter- 
vals one-twelfth of the face of the note. 
Should the customer fail to make the de- 
posits promptly the bank may declare 
the balance due and payable. Ordinarily 
from $6 to $8, representing interest and 
charges in advance, is deducted and the 
customer receives in cash $94 or $92. In 
addition, he receives 3 per cent interest 
which accrues on his savings account 
at the end of his contract. Certain banks 
insure co-makers against the death of 
the borrower. This apparently is an ex- 
cellent advertising feature and the small 
percentage of loss is overcome by added 
volume. 


Coupon System Also Used : 


ie should be pointed out that borrow- | 
e 


rs under the savings plan actually 


take pride in making the payments more | 


promptly and in being the possessor of a 
savings account. 


this reason the savings plan is worth | 
the expense of maintenance; that it ulti- | 
with the | 


mately impresses customers 
value of thrift. 
On the other hand, the coupon system, 


which does away with the savings fea- | 


ture, by using a master note and small 


coupon notes attached for each payment, | 


is being used in some instances. 


It is found that from 80 to 95 per cent | 


meet their payments promptly. Approx- 
imately 39 per cent continue the savings 
or checking account after their loan is 
liquidated; 30 per cent renew their loan; 
and the remainder migrate. These ap- 
proximates are the average as reported 


from sixteen banks who have been op- | 
erating in this field for three years or | 


more. 


The Personal Touch 


Gans a step further, we receive the 
following data from sixty-five banks 
and their branches in the United States 
now featuring small loan departments: 


14 per cent tried out the plan and found 
it not satisfactory. 

21 per cent have had four or more years’ 
experience and report favorably. 

30 per cent are just beginning. 

35 per cent have had from one to four 
er experience and report favor- 
ably. 


It is noticeable that certain banks, due | 
to location or lack of proper publicity, 


are unable to secure a sufficient volume 
in loans of this type. It is the general 
consensus of opinion that in order to 
meet the expenses attendant on such spe- 
cial departments a volume of $100,000 
should be secured. Investigation costs 
and advertising form the two large items 
of expense. Newspapers, especially the 
evening editions, movie ads, and attrac- 
tive folders are producing mediums. 

Certain financial economists mention 
indirect results of the small loan plan, 
such as the occasional securing of large 
accounts from companies who appreciate 
the service the bank is rendering their 
employees. New individual contacts and 
the hitherto unfelt friendliness on the 
part of the working public are undoubt- 
edly resulting benefits. 


It is argued that for | 
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BASIC INDUSTRY SHARES 
FIXED TRUST SHARES 


Original Series and Series B 


American Basic-Business Shares Corporation 
Depositor 
67 Wall Street, New York City 


The Equitable Trust Company of New York 


Trustee 


RAILROADS 


Illinois Central 
Louisville & Nashville 
New York Central 
Northern Pacific 
Pennsylvania 
Southern Pacific 
Southern Railway 
Union Pacific R. R. 


UTILITIES AND QUASI- 
UTILITIES 
American Tel. & Tel. Co. 
General Electric Co. 
Pullman, Inc. 
Western Union Telegraph 
Westinghouse Elec.& Mfg. Co, 


INDUSTRIALS 
American Can 
American Radiator 
American Tobacco “B” 
duPont 
Ingersoll-Rand 
International Harvester 
National Biscuit 
Otis Elevator 
Timken-Roller Bearing 
United Shoe Machinery 
United States Steel 
Woolworth (F. W.) 


STANDARD OIL GROUP 
Standard Oil Co. of Cal. 
Standard Oil Co. of Ind. 
Standard Oil Co. of N. J. 
Standard Oil Co. of N. Y. 
Vacuum Oil Co. 


ASIC Industry Shares and 

Fixed Trust Shares rep- 
resent a participating interest 
in property (deposited with 
the trustee), consisting of cash 
and a unit of common stocks 
of the accompanying list of 
nationally known basic Am- 
erican industries. 


Dividends are payable semi- 
annually against coupons at- 
tached to certificates. 


Fixed Trust Shares and Basic 
Industry Shares are sold to 
investors by established in- 
vestment houses and banks in 
most of the important cities of 
the 
several foreign countries, and 
are wholesaled to dealers by 


United States and in 


the following firms: 


F. J. LISMAN & CO. 
44 Wall Street, New York City 


for Eastern section of the United States 
and foreign countries 


SMITH, BURRIS & CO. 


120 So. La Salle St., Chicago, Ill. 


for Central section of 
the United States 


ROSS BEASON & CO. 


Beason Bldg., Salt Lake City, Utah 


for Western section of 
the United States 


It is consistent with prudent and mod- 
ern banking principles to educate the 
great mass of American men and women 
on proper financing methods. A bank’s 
experience is worth much to the com- 
munity. There is no more effective 
method of actually putting this thought 
into action than through the small loan 
department. Today’s smal! borrower is 
frequently the man who has never had 
proper advice on handling his financial 
affairs. Concerted action of the banks 
in educating this class of the public may 
produce noticeable improvement in eco- 
nomic conditions. There are many who 
are now beginning to appreciate this new 
personal touch in banking—this forward 
step of the banking fraternity toward a 
more perfect union of labor and capital. 


Canadian Deposits 


deposits in chartered Cana- 
dian banks during June amounting 
to $670,838,214 were 4 per cent less than 
a year ago, according to a report issued 
by the Departmént of Commerce. Notice 
deposits totaling $1,466,105,095, declined 
1 per cent and current loans in Canada 
amounting to $1,319,840,040 increased 
11 per cent. 


In every issue of the JOURNAL, there 
are facts, ideas and viewpoints which 
will explain to your directors the sig- 
nificance of the many new banking de- 
velopments. A group subscription will 
place all this information in their hands, 
each month. Group subscriptions are 
now placed by 1200 banks. 
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of In- 
diana Lime- 
Stone, with a 
richly sculptured 
bronze entrance, 
the exterior of the 


September, 1929 


Sussex County 
Trust Company, 
Franklin, N. J., 
is suggestive of 
stability. 


‘Recovering Waste Money 


AN a time like the present, when money can be put to such good 
use, it seems all the more important that none of it be wasted. 
Waste occurs in expenditures for the construction of bank buildings 
unless every dollar spent is directed toward securing more business 
for the bank, or toward more efficient operation of the bank, or 
both. The dollars not so directed had better be saved. 

For years, standard practice with Tilghman Moyer Company 
has been to search each bank building estimate, before it leaves the 
office, for these recoverable dollars. The estimators must be satis- 
fied that no one can show them a misspent or useless dollar, or 
show how any part of the price could buy results more productive 
for the bank. Intimate knowledge of pet results, complete and 
detailed cost data, together with years of experience at this particu- 
lar task, are the means of making these searches systematic and 


thorough. 


It is surprising how many dollars can be recaptured from a bank 
building estimate by experienced estimators who are intent on this 


single purpose. 


TILGHMAN MOYER COMPANY 


The Design, Construction and Equipment of Bank Buildings 
ARCHITECTS « ENGINEERS 


fwd fundamentals of bank building econ- 
omy are contained in ‘Building the Bank 
for Business’. This booklet describes the prin- 
ciples of sound values in bank buildings, 
principles learned from and proven by construc- 
tion and observation of scores of successful 
bank buildings. Written by architects, it con- 
tains much that a banker should know before 
approaching his architect. 

You are welcome to a copy. The coupon 
will bring it to you without obligation, by 
return mail. 


TILGHMAN MOYER ComPANyY, Allentown, Pa. 


Gentlemen: Without obligation, please mail | 


me a copy of the booklet “Building the Bank | 
for Business.” 


Name:__ 


Address: 


Annual Convention 
(Continued from page 206) 


cisco on Sept. 30 and a tea and reception 
at the St. Francis Yacht Club. 

There will be a trip through San Fran- 
cisco Bay and the Golden Gate and a 
tour of Chinatown under the auspices of 
the Chinatown Chamber of Commerce. 

Especially for the ladies attending the 
Convention there will be a Peninsular 
trip, with a garden party and reception 
at the Burlingame Country Club. 

An elaborate and unusual entertain- 
ment at the Dreamland Auditorium has 


been planned. 

The annual American Bankers As- 
sociation Grand Ball will be held at the 
Civic Auditorium. 


Los Angeles Will 


Entertain 


PECIAL arrangements have been 
made by the Los Angeles Clearing 
House Association to entertain all dele- 
gates to the San Francisco Convention 
of the American Bankers Association 
who can visit Los Angeles, either going 


to or coming from the Convention. An 
announcement by the Clearing House As- 
sociation says: 

“A committee has been appointed by 
Henry M. Robinson, president of Los 
Angeles Clearing House Association, 
consisting of the following: W. D. 
Longyear, vice-president, Security First 
National Bank, chairman; Frank (C, 
Mortimer, vice-president, Citizens Na- 
tional Trust and Savings Bank, acting 
chairman; J. R. Page, executive vice- 
president, California Bank; V. H. Roset- 
ti, vice-president, Farmers and Mer- 
chants National Bank; Ben R. Meyer, 
president, Union Bank and Trust Com- 
pany; E. J. Nolan, president, Bank of 
America of California; H. R. Erkes, 
vice-president, Bank of Italy National 
Trust and Savings Association. 

“A number of special trains are 
scheduled to stop at Los Angeles for 
at least a day, and it is hoped that dele- 
gates coming by steamship will also plan 
to avail themselves of the hospitality 
being planned for them by the Los An- 
geles Clearing House Association. Thé 
invitation, of course, includes, not only 
the delegates themselves, but members 
of their families, as well. 

“Headquarters will be maintained at 
the Los Angeles Biltmore and the Ho- 
tel St. Francis, San Francisco. A re- 
ception committee will meet trains and 
steamers on which delegates may be ar- 
riving, and the entertainment plans in- 
clude automobile tours about the city 
and surrounding territory, golf at a 
number of well-known country clubs, 
and visits to motion picture studios. 
Delegates who can avail themselves of 
the invitation are requested to advise 
Frank C. Mortimer (acting chairman), 
457 South Spring Street, Los Angeles.” 


The High Cost of 
Country Banking 
(Continued from page 207) 


written and twenty-four deposits made 
in a year, losing the bank $14.83. There 
are also the not inconsiderable number 
of accounts which result from a person 
writing checks on the bank and rushing 
in before they are cashed to cover them. 
Such accounts may be said to have no 
balance, but considerable expense. Of 
course, such accounts have long since 
been ruled out of most city banks. 


Majority Made Money 


HE average balance for the group 

ranging from $50 to $100 was $67.25. 
The average number of checks written 
per account was fifty-seven, costing 
$2.14; the number of deposits were four- 
teen, costing $1.14, and the average net 
loss per account was $.51. A majority of 
the deposits in this group made money. 
Only 20 per cent of the accounts were so 
active as to lose money. 

It is interesting to note that in the 
group under $50 there were nearly twice 
as many checks and deposits per account 
as in the $50 to $100 group. 

The average customer in the group 
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from $100 to $500 had $754 on deposit 
and the account was worth $19.54 net 
profit to the bank. The average number 
of checks per account was 195 and de- 
posits forty-two. In this group were a 
number of inactive accounts which were 
very profitable to the bank and one ac- 
count of $900 charged with 1248 checks 
and 324 deposits in a year which lost the 
bank $36.15. Many of the merchants 
with heavy daily items carried accounts 
in this group. 

The group over $1,000 averaged $1,825 
deposits. The average net profit per ac- 
count was $45.87. All accounts in this 
group were profitable, including very 
active ones. The average number of 
checks per account was 524 and deposits 
139. 


A Mysterious Process 


MPOSITION on banking service is 

habit with most people. They may 
deposit money regularly only to check 
it out in a few days, never realizing that 
the bank is losing money on their ac- 
counts. To many people banking is a 
mysterious process whereby money be- 
gets money as it passes through the 
bankers’ hands. 

The old idea of making a bookkeep- 
ing and auditing institution out of the 
bank must give way to economy. Many 
banks advertise the advantage of paying 
all bills by checks. The primary function 
of a bank is for safekeeping of money, 
not to give receipts. One banker of my 
acquaintance advertised for two years 
with the same advertisement exhorting 
people not to carry money in their pock- 
ets, but to put it in the bank. People 
should carry enough money in their 
pockets to pay ordinary expenses. It 
is the surplus money which should be 
carried in banks, where it can lie until 
some special need arises. The habit of 
writing a few one dollar checks daily 
for pocket money does the bank harm 
and is no advantage to the depositor. 
It takes his time, the merchant’s time 
and costs the bank heavily. 

The example of a mid-western bank 
may be given as illustrative of the effect 
of service charges. They established a 
charge of $.50 per month for accounts 
which averaged less than $100. There 
was, of course, much grumbling and even 
swearing at first. Some took their 
money out. Many of the low account 
patrons built their accounts above $100. 
Some preferred to pay the $.50 for the 
banking privilege and let their accounts 
run under $100. The net result was that 
the bank actually increased its deposits 
slightly, and eliminated much expense. 


Banking Costs Not Fixed 


ERVICE charges should recognize 

inactivity. Any account against 
which no checks are written for the 
month should not be service-charged. No 
charge should be made for deposits. The 
child who wishes to have an account and 
add to it from time to time should not 
be discouraged. Likewise the poor per- 
son who has a few dollars which he does 
not wish to keep on his person or at 
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PINGING JING 


The Winner* of the 
ARCHITECTVRAL LETTER 


of HONOR 


American Bank & 
Trust Company, 
Philadelphia. Archi- 
tects, Davis Dunlap& 
Barney. Vault Manu- 
facturers, Remington 
& Sherman 


is equipped with S & G Time, Combination and 
Secret Key Changing Sealed Key Safe Deposit Locks 


The excellence of this new bank building is 
not to be judged by externals alone. For the 
complete installation of Sargent & Greenleaf 
locks furnishes maximum protection for the 
| securities and valuables of depositors. 


_ Sargent & Greenleaf Inc. 


Rochester New York 
| 


home, but who does not wish to check 
against it, should not be penalized. 

A good method of charging for ser- 
vices, least irritating and fairest to all, 
is a charge of five cents per check cashed 
on all accounts averaging under $100. A 
bank in Oklahoma has accounts brack- 
eted in gradations of $10, allowing one or 


more checks per month according to the 


size of the account, after which a charge 
sets in. 

Roughly and over a long period the 
three costs of a bank, incidental, tellers 
and bookkeepers and taxes, tend to ad- 
just themselves to the size of deposits 
and the number of items handled. Even 
the taxes are adjusted to some extent by 
changes in the capital stock, which are 
the bases of taxation. If there are less 


unprofitable accounts in the long run 
there will be less incidental, clerical and 
tax expense. Unlike railroading, the 
costs of banking are not fixed, at least 
not to the same extent. 


Canada’s Wealth 


The national wealth of Canada is 
placed at $27,687,000,000 in 1927, an in- 
crease of $900,000,000 over the previous 
year in a report published by the Domin- 
ion Bureau of Statistics. The per capita 
wealth is estimated at $2,909. 

According to the latest figures of the 
Bureau of the Census the national 
wealth of the United States in 1922 was 
estimated at $320,804,000,000 and the 
per capita wealth was $2,918. 


| 
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NIGHT DEPOSIT SAFE 


Enables You to Render Continuous 
24-HOUR DEPOSIT SERVICE 365 DAYS IN THE YEAR 
Your Bank is Never Closed to Depositors 


— 


The Mosler Night Deposit Safe 


Has illuminated letters in outer entrance frame as a con- 


stant reminder of your modern service. 


Flashes an electrically-lighted signal to depositor when 


deposit bag reaches the receiving safe. 


Contains many valuable and exclusive features in design, 


construction and operation. 


Takes the lowest rate of burglary insurance that is 


granted this type equipment. 


Hundreds of banks throughout the United States and 


foreign countries are now using 
Mosler Night Deposit Safes. 


Mosler Night Deposit Safe Installed in 
The National City Bank, New York City 


Clip coupon and pin to your letterhead for complete informa- 
P I 


tion regarding the Mosler Night Deposit Safe. 


o obligation. 


Mosler has meant Safes and Safety for more than 75 years 


The Mosler Safe Co. 
The Largest Builders of Vaults and Safes inthe World 


_HAMILTON, 


FACTORIES 


THE MOSLER SAFE CO. 
Hamilton, Ohio 
Without obligation, please furnish 
us with complete information re- 


garding the Mosler Night Deposit 


Safe. 


ATLANTA 

KANSAS CITY 

OKLAHOMA CITY 
TOKYO. JAPAN 


BOSTON CHARLOTTE 
LOS ANGELES 

PITTSBURGH 
LONDON, 


CHICAGO 


PORTLAND 
ENGLAND 


DALLAS 

NEW ORLEANS 
SAN FRANCISCO 

SHANGHAI CHINA 


DETROIT Name 
NEW YORK 


SEATTLE 


OHIO 


Brokers’ Loans and‘Bank Deposits 
(Continued from page 210) 


tinuing. The prosperity of the country 
as evidenced in its bank deposits has 
been sufficient to permit the diversion of 
a large amount of funds into investment 
channels and still maintain the high level 
of the funds entrusted to the banks. 
The concentration of surplus corpora- 
tion funds in the call money market and 
the adoption of this type of investment 
by individuals has become a familiar 
development in American finance. The 
country has become accustomed to seeing 
high rates for call money to finance 
security transactions produce the credit 
facilities required by the stock market. 
But it was not until March that call 
loans other than those made by banks 
reached the proportions that clearly in- 


dicated the leading position in the money 
market assumed by these lenders. 


Loans by Others Climb 


[* the following table brokers’ loans 
by banks and by others than banks are 
shown for periods comparable to the call 
dates for the condition of all banks in 
the United States as compiled by the 
Federal Reserve Board: 
Brokers’ Loans 
By Banks 
... $2,257,000,000 


2,636,000,000 
1928—June 2'616,000,000 

Dec 2,319,000,000 

1929—March 2,879,000,000 


2,874,000,000 
2,800,000,000 

These figures chart the flow of non- 

bank funds into the call money market. 


By Others 
$877,000,000 

985,000,000 
1,744,000,000 
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They show the climb of loans to brokers 
by others than the banks of the country 
from a little more than a third of the 
total of such loans to more than haif of 
the total. By March the loans by others 
had forged ahead of the bank loans. At 
the end of July brokers loans by others 
amounted to $3,058,000,000 while similar 
advances by the banks totaled $2,901,- 
000,000. 


A Key to the Decline 


HERE apears, then, a key to a sub- 

stantial art of the decline in total de- 
posits in the March quarter and a rea- 
son for the slowing up in the growth of 
deposits if existing conditions continue. 
Brokers’ loans by others advanced more 
rapidly than bank, loans for the same 
purpose. This resulted in a decline in the 
level of all bank loans which in turn 
produced a falling off in deposits, since 
it removed a cause of deposits. It is a 
reasonable assumption that the extent of 
brokers loans by others than banks will 
bear an important relation to the future 
rate of growth of bank deposits. 

Of course it cannot be contended that 
call loans made by others than banking 
interests constitute the sole force deter- 
mining the rate of growth of bank de- 
posits. No attempt has been made here 
to show the course of demand and time 
deposits. High prices for stocks have 
diverted funds from time deposits to 
security investments with a resulting re- 
duction in bank investments. There has 
been a contraction of interbank deposits 
as banks have mobilized their resources 
to avoid recourse to reserve bank ac- 
commodations. Increased postal savings 
deposits have shown the effect of local 
conditions in some instances. These and 
other factors react upon the volume of 
bank deposits. 

But what the public hears discussed 
are bank deposits in general. It is evi- 
dent that loans to brokers: by others than 
banks play an important part in the 
total volume of deposits. A slowing up 
in the rate of expansion of bank deposits 
may be attributed in great measure to 
developments outside of the usual course 
of banking while banking itself continues 
its orderly progress. 


Affecting Commerce 


HE Commission on Commerce and 

Marine of the American Bankers As- 
sociation has issued a pamphlet on de- 
velopments in domestic and foreign af- 
fairs having a bearing upon the com- 
merce of the Unted States. The follow- 
ing subjects are included: 

Domestic Affairs: American merchant 
marine;; American railroads, railroad 
consolidation; railroads and automotive 
transportation; aviation; congressional 
legislation that might affect American 
trade and commerce, Mississippi flood 
control act, Boulder Dam legislation, 
foreign trade zones; brokers’ loans; 
American agriculture. Foreign condi- 
tions: stabilization of currencies; repa- 
rations; Inter-Allied debts; documents 
used in carrying on international com- 
mercial operations, uniform bills of lad- 
ing, protection of letters of credit. 
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Colonel James C. Roop of Pennsyl- 
vania, the newly appointed Director 
of Budget, at his desk in the Treas- 
ury Department 


Railroad Finance 


(Continued from page 222) 

Thus the Van Sweringens by a quick 
market dash scooped in the Wheeling & 
Lake Erie, held it a few months, carved 
it up as to shares three ways between 
their own railroad group, the Baltimore 
& Ohio, and the New York Central, and 
then took it back. Latterly, the Depart- 
ment of Justice being drawn in, the 
announcement has been made that the 
Alleghany corporation and the Nickel 
Plate have trusteed title to it to await 
further action. 

During many long months, while the 
commission studied and listened, L. F. 
Loree held an option on the Buffalo, 
Rochester & Pittsburgh, with the object 
of tying it to the Delaware & Hudson. 
The option expired while the commission 
considered; and between two days the 
whole road was neatly bought up in 
the Van Sweringen interest, only to be 
passed in toto to the Baltimore & Ohio. 

The commission, perhaps doubting its 
own legal power, can only set going the 
mechanism of another’ investigation 
when it learns of such daring. And the 
number of investigations it now has 
pending actually run up to three figures, 
each one perceptibly slowed down as new 
ones start. 


AILROAD controls have been shifted 

so fast that even the commission 
records are futile for describing them. 
The main fact remains that in two 
years, for all practical purposes, the 
Van Sweringens have put through the 
mergers they desired, have put wider 
and wider scope on their original plans, 
and left the commission seemingly side- 
tracked. The lesson is not lost in the 
financial world. 

The Pennsylvania, facing somewhat 
similar official obstruction, has promptly 
created the Pennroad Corporation; L. F. 
Loree, blocked in some tentative south- 
western linking of the Kansas City 
Southern, St. Louis Southwestern, and 
Missouri-Kansas-Texas systems, now 
has the Delaware & Hudson in process 
of conversion to investment operation. 
The great rivalries, along with the ob- 
vious compliance with sound economics 
that probably directs increasing railroad 
merger, proceed, while the commission 
exercises control of the situation less 
and less. 


Chemical Bank 
& 


Trust Company 


Founded 1824 


W. EMLEN ROOSEVELT 
ROOSEVELT & SON 


MORTIMER L. SCHIFF 
KUHN, LOEB & COMPANY 


ROBERT WALTON GOELET 
REAL ESTATE 


ARTHUR TURNBULL 
POST & FLAGG 


JOHN W. PLATTEN 
CHAIRMAN 


DARWIN P. KINGSLEY 
PRESIDENT, NEW YORK LIFE 
INSURANCE COMPANY 

CHARLES CHENEY 
PRESIDENT, CHENEY BROS. 

WM. FELLOWES MORGAN 
CHAIRMAN, MERCHANTS 
REFRIGERATING COMPANY 


ARTHUR ISELIN 
WILLIAM ISELIN & COMPANY 


WILLIAM H. WILLIAMS 
CHAIRMAN, MISSOURI PACIFIC 
RAILROAD 
CHAIRMAN, WABASH RY. CO. 

DONALD G. GEDDES 
CLARK, DODGE & COMPANY 


FREDERIC A. JUILLIARD 
A. D. JUILLIARD & COMPANY 


RIDLEY WATTS 
RIDLEY WATTS & COMPANY 


THOMAS WILLIAMS 
ICHABOD T. WILLIAMS & SONS 


PERCY H. JOHNSTON 
PRESIDENT 


CHARLES A. CORLISS 
PRESIDENT, LAMONT. 
CORLISS & COMPANY 


Thus it allowed the New York Cen- 
tral to issue new stock at par to stock- 
holders, though the old stock was selling 
on the market at much above par. It 
let the Baltimore & Ohio do much the 
same thing. It refused a like right to 
the Van Sweringen owned Chesapeake 
& Ohio. This was going a little too far. 
The goverment tribunal beginning to 
get some glimmerings of where its 
course was trending, allowed a re-hear- 
ing and reversed itself quickly. 

Of late, the commission has been turn- 
ing more and more to the government 
branch, which must finally treat financial 
conduct if that is to be treated by gov- 
ernment, the Department of Justice. 
Possibly the true desire of its more ex- 
perienced members is to have this 
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TRUST COMPANY 


A MERGER OF 


United States Mortgage 
& 


Trust Company 


Founded 1871 


Complete Banking and Trust Facilities 


DIRECTORS 


EDWIN S. SCHENCK 
BANKER 


H. HOBART PORTER 
SANDERSON & PORTER 


WILLIAM A. PHILLIPS 
DILLON, READ & COMPANY 


JANSEN NOYES 
HEMPHILL, NOYES & COMPANY 


ROBERT GOELET 
REAL ESTATE 


LAMMOT DU PONT 
PRESIDENT, E. I. DU PONT DE 
NEMOURS COMPANY 
CHAIRMAN, GENERAL MOTORS 
CORPORATION 


W. C. LANGLEY 
W. C. LANGLEY & COMPANY 


FREDERIC STEVENS ALLEN 
APPENZELLAR, ALLEN & HILL 


A. J. COUNTY 
VICE-PRESIDENT, 
PENNSYLVANIA RAILROAD 


M. H. CAHILL 
CHAIRMAN, MISSOURI- 
KANSAS-TEXAS RAILROAD 

J. H. HILLMAN, JR. 
CHAIRMAN, HILLMAN COAL & 
COKE COMPANY 

GEORGE LEBOUTILLIER 
VICE-PRESIDENT, LONG 
ISLAND RAILROAD 

FRANK K. HOUSTON 
VICE-PRESIDENT 


N. BAXTER JACKSON 
V.CE-PRESIDENT 


SAMUEL SHAW 
VICE-PRESIDENT AND 
SECRETARY 


finance supervising job taken completely 
away from them. They are aware in 
part of their own position. 

The bright spot is that the railroad 
financial leadership has clung steadfast- 
ly to a complete apprehension of what 
the great general public needs, and is 
solely interested in getting. That is, 
better and cheaper railroad service with 
all its concomitants of sound finance, 
justice as between shippers and regions, 
and progress. Ownership and financial 
organization is the last point on which 
public interest focuses. So, quite gently 
and politely, final railroad management 
has put the commerce commission in its 
proper place in relation to ownership 
and passed on to its functions accord- 


ingly. 


| | CHEMICAL 
BANK 
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Develop Technique 


Just as much depends upon it in 
Business as in Art or Sport 


Technique in Business is that skilled and re- 
fined procedure which harmonizes mind with 
method and motion. Business that has it — 
individuals that have it— accomplish more, 
and do better work with less effort, less time 


and less waste. 


technique. 


NEW YORK 
PHILADELPHIA 
BOSTON 
PORTLAND 
PROVIDENCE 
BALTIMORE 
RICHMOND 
WINSTON-SALEM 
BUFFALO 
ROCHESTER 


WASHINGTON 
PITTSBURGH 
WHEELING 
ERIE 
ATLANTA 
MIAMI 
TAMPA 
CINCINNATI 
DAYTON 
LOUISVILLE 
HUNTINGTON 


AKRON 
CANTON 


TOLEDO 


OMAHA 


Not long ago Business shied at the use of a 
term, or a practice, which had anything to do 
with Art—or even Sport. Not so now. 


Modern Accountancy has shown not only that 
Modern Business is an art, but that its great 
advance is due to its recognition, and its appli- 
cation, of exactly the same factors and methods 
which have produced great Art— and made 
Sport so universal and so interesting. 


In the control of your business— in the method 
or system of your management—in the endless 
operations of all material functions — develop 


ERNST & ERNST 


ACCOUNTANTS and AUDITORS 
SYSTEM SERVICE 


CLEVELAND 


COLUMBUS 
YOUNGSTOWN 


ST. LouIS 
MEMPHIS 
KANSAS CITY 


NEW ORLEANS 
JACKSON 
DALLAS 

FORT WORTH 
HOUSTON 

SAN ANTONIO 
waco 

SAN FRANCISCO 
LOS ANGELES 
SEATTLE 


CHICAGO 
MILWAUKEE 
MINNEAPOLIS 
ST. PAUL 
INDIANAPOLIS 
FORT WAYNE 
DAVENPORT 
DENVER 
DETROIT 
GRAND RAPIDS 
KALAMAZOO 


The Chain Store Side 


(Continued from page 229) 


turns its stock 4.3 times per year, which 
means once in every 85 days. Observ- 
ing that the independent department 
store which competes with this chain 
must purchase its merchandise from the 
wholesale dry goods house, it follows in- 
evitably that we must add the days re- 
quired for wholesale turnover to the days 
required for retail turnover in order to 
determine the time which elapses while 
this merchandise travels from the manu- 
facturer to the consumer. To reduce it 


to its simplest terms, this means 281 
days. 

Assuming that the carrying charges of 
the average inventory are fairly set at 
a rate of 6 per cent, let us consider for 
a moment what the above illustration 
means in dollars and cents. The aver- 
age inventory for the chain department 
store group for the year in question was 
$20,042,480. Its carrying charges, with 
a turnover every 85 days, amounted to 
$280,045.28. Based upon an equal in- 
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ventory, and-with a combined total turn- 
over of 281 days, the wholesaler and in- 
dividual retail dry goods merchant must 
have paid a carrying charge of $925, 
796.65 upon the same inventory. 


Not Bent On Destruction 


O* course this is only one illustra- 
tion of the efficiencies secured by the 
new relationship between the wholesaling 
and retailing functions which we design- 
ate as the chain store system. It sug- 
gests not that the chain stores are bent 
upon destruction of older agencies of 
wholesaling but rather that the ines- 
capable and continual battle for greater 
efficiency in distribution will not sustain 
an entity unless it serves with the great- 
est possible efficiency. 

With this in mind, the banking problem 
for the chain store merchant reduces it- 
self to a question of determining what 
method of banking makes the greatest 
possible contribution to efficiency in dis- 
tribution. I fully recognize that this 
does not comprehend the entire banking 
problem but it does comprehend it from 
the view point of a merchandising insti- 
tution whose sole function is that of ef- 
ficient distribution. 

It may well be that to carry this ap- 
proach to its logical conclusion, under 
present circumstances, would mean to 
deny the commercial banks an adequate 
return for the services which they render 
to chain stores. The progressive chain 
stores of America would be the last to 
knowingly suggest or profit by such a 
condition. If the present rate of with- 
drawal of chain store funds from local 
depositories is so rapid that it permits 
no balance to accrue upon which the 
banker may earn a fair return for the 
service he renders, then such a condi- 
tion is wrong. 


They Expect to Pay 


UT to say that it is wrong may not 

necessarily suggest that the chain 
stores must leave more money on deposit 
with local bankers. It may suggest that 
the local bankers must work out a method 
or plan under which chain stores shall 
pay for their banking service just as 
they pay for any other service, namely, 
upon the basis of what it costs, plus a 
reasonable profit. 

The chain stores are dedicated to the 
task of providing every human being 
with the necessities of life, with as many 
luxuries as possible, in the most efficient 
manner and at the fairest possible price. 
In accomplishing this purpose I am sure 
they expect to pay a fair price for every 
article of merchandise and for the insti- 
tutional services which they require. 

’ Changing methods of distribution may 
require a new and more advanced rela- 
tionship between the chain store and the 
commercial bank but, even so, there is no 
fundamental problem involved that can- 
not be solved by candid consideration and 
friendly discussion. The chain store and 
the bank are both concerned with the 
fundamental prosperity of the nation. 
Both must recognize that no system 
which perpetuates waste can expect to 


| | 
| 
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survive. In seeking the greatest possi- 
ble economic good for the greatest num- 
ber of people, they should work out their 
problems together in a desire for mutual 
understanding and helpfulness. 


Acceptances for 
Short Term Investments 
(Continued from page 230) 


others that have never owned an accept- 
ance. 

It is to this kind of banker, perhaps 
in the country institution, if west of the 
Hudson River and east of the Sierras, 
that can be asked the question, “Why 
do you not buy bills?” 

Experience has shown that in almost 
every case one of three answers would 
be given. The first would be “we are 
not familiar with this type of invest- 
ment.” The second would be “we can- 
not afford to buy them, the rate is too 
low” and the third would be “we keep 
our surplus funds in New York call 


loans.” 


Triple Secured Credit 


channels through which complete 
information concerning bankers’ ac- 
ceptances may be obtained are so nu- 
merous that a bank has no difficulty in 
completely familiarizing itself with this 
type of investment. The Federal re- 
serve banks, the American Bankers As- 
sociation, the American Acceptance 
Council, the bill dealers or the country 
banks’ city correspondent will comply 
with any request for information. 

“The rate is too low.” Are we to be- 
lieve that there is more interest in the 
yield than in the security of the invest- 
ment? Referring once more to commer- 
cial paper, when the rate for the best 
names is 5 per cent no prudent banker 
will admit passing up this grade of 
security, for paper, that, because of the 
poorer credit, has to be offered at 7 per 
cent. The bankers’ acceptance is a triple 
secured credit obligation and carries a 
rate that is in keeping with its quality. 

The fine type of primfe acceptances 
now available for investment bear a rate 
better than that obtainable on any bank 
balances, equal to or better than on 
government securities and almost as 
good as on commercial paper. 


No Worry About Liquidity 


ATIONAL banks are not limited 
by statute in the amount of prime 
eligible bills that they may purchase and 
the same freedom exists for state banks 
in most of the states. No matter of 
what modest size a country bank may 
be it may easily carry a substantial 
portfolio of bills and, over a period of 
years, show an actual profit over the 
return on any other secondary reserve 
investment that it might have made in 
the same period. 
The following exact copy of the state- 
ment of one country bank is illustrative 
of what may be done by other banks: 
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WHICH easier 


to read ? 


straight-line reading 
is just one of five big im- 
provements of the Marchant 
that make all other calculators J 
as obsolete as a car without a Sa 
self starter. 
With the Marchant you have an instan- 
taneous, easily read check on your 
figuring. No zig-zag hopping all over 
a confusing keyboard before you can be 
sure you have not made aslip. With 
many chances in every calculation for 
costly oversights, the necessity for this 
Marchant improvement is plain. 


MARCHANT 


cAdds Subtracts 
Multiplies “Divides 


Hand operated and portable models 
as low as $125.00 


16 years building calculators, nothing else 


ALL-ELECTRIC 
Calculator 


Five exclusive improvements that make all other calculators obsolete 


“= Marchant contains every feature that a 
calculator should possess, p/us this and four 
other important and exclusive improvements: 


These five improvements mean greater speed 
and accuracy, easier operation, larger profits. 
You willdo your company and yourselfa grave 
injustice if you fail to investigate them at once. 
Examine the Marchant in your own office. Try 
it Out on your own work. Convince yourself 
of the importance of these five features which 
you can get in no other calculator. 


Mail the coupon. A free booklet giving full 


information will be sentyou, and, if you desire, 
a demonstration and free trial will bearranged 
through our nearest office without obligation. 


MARCHANT CALCULATING MACHINE Co. 


Free! Dept. 39, Oakland, California 


Please send me free booklet about 
C The Marchant All-Electric Calculator. 
(1 The Marchant Portable Calculator. 


Name 
Firm 
Addres: 


CONDENSED STATEMENT 


RESOURCES 
Loans and Discounts........... $124,917.64 
1,290.21 
United States Bonds Owned..... 50,000.00 
Stock in Federal Reserve Bank.. 2,400.00 
Banking House and Real Estate. 4,000.00 
Bank Acceptances... $265,854.25 
Cotton Acceptances.. 54,154.62 
Grain Acceptances... 3,970.19 
Cash-Sight Exchange 119,678.49 
443,657.55 
Redemption Fund U. S. Treasurer 2,500.00 
Total Resources............ $628,765.40 
LIABILITIES 
Capttal Stock... $50,000.00 
Undivided Profits, net........... 13,607.27 
480,658.13 
Unearned Discounts 
Bank Acceptances............ 4,500.00 
Total Liabilities............ $628,765.40 


This statement reveals a highly liquid 
condition. Within a banking day its 
entire holdings of bankers’ acceptances 
could be converted into cash if necessary. 
The head of this bank has no worry 
about the liquidity of his institution. 


Never Among Frozen Assets 


OMMENTING on the necessary 
closing of several banks in his state, 

a Superintendent of Banking recently 
observed, “if these banks had kept liquid 
by carrying a good volume of bankers’ 
bills they would have weathered their 
difficulties. Bankers’ acceptances are 
never found in a list of frozen assets.” 
The third reason for not buying bills 
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ORYGOODS MACHINERY GROCERY 
WHOLESALERS WHOLESALERS 
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WHOLESALERS WHOLESALERS 


ORUG FARM IMP. CLOTHING 
MFRS. 


AVERAGE 
NET PROFIT 


Bad Debt Losses 
Eat Away Profits! 


In the above chart* the upper or hatched areas 
show the extent to which bad debt losses are 
eating away profits in various lines of business. 
Whatever line one is in, he can protect himself 
against losses—absolutely and scientifically— 


with 


American Credit Insuranee 


Representative Banks in all parts of the coun- 
try are recommending this great protective ser- 
vice for safeguarding their patrons against bad 


debt losses. 


Bankers, any question you may 


care to ask us about American Credit Insurance 
will gladly be answered, promptly and with- 
out any obligation upon your part. 


The AMERICAN 


CREDIT~ INDEMNITY Co. 


OF NEW YORK 


J. F.M*° FADDEN, 


Offices in All Leading Cities 


New York, St. Louis, Chicago, Cleveland, Boston, 
San Francisco, Philadelphia, Baltimore, 
Detroit, Atlanta, Milwaukee, Etc. 


In Canada—Toronto, Montreal, Etc. 


* Chart reproduced by courtesy of Hammermill Paper Co., Erie, Pa. 
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may be traced to the extraordinary at- 
traction which the New York call money 
market has for funds. A Stock Ex- 
change rate of 8 per cent, 10 per cent, 
15 per cent will incline some interior 
institutions to sell securities and put 
funds into the call money market. 
These loans, it is conceded, are well 
placed by city correspondents, amply 
protected by collateral and in normal 
circumstances are readily convertible if 
the occasion demands, but there is never- 
theless, a question how large a part of 
an interior country bank’s funds should 
be used for this purpose, regardless of 
how attractive the rate may be. 
Investment in bankers’ bills of maturi- 
ties running from a few days up to six 


months may be made according to the 
desire of the banker, having in mind his 
anticipated future cash requirements. 
If he has some special deposit that will 
not be drawn on, for say forty or fifty 
days, he may, if he wishes, buy bills 
that will mature on the exact day of 
the withdrawal or if unexepected de- 
mands are made, he will find it possible 
to turn a portion of his bill holdings 
back into the market at once and so 
reestablish his reserve position. 


Reserve System Holds Half 


ROM August to January every year 
there is a large increase in the 
volume of outstanding bills. Most of 
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this increase is occasioned by seasonal 
agricultural demands to move wheat, 
cotton, tobacco and many other national 
harvest yields. 

When the wheat or cotton farmer 
sells his crop, loans are paid, his bank’s 
deposits increase and the banker 
funds to invest. What more normal 
course is open to him than to put the 
wheat farmers’ money into wheat accept- 
ances or if in the South, the cotton 
planters’ deposits into cotton accept- 
ances? 

Such bills have been accepted by great 
city banks that have worked out the 
cotton or wheat financing and have 
created a most desirable high class form 
of investment for the banks in the acri- 
cultural belt. 

The present market for bankers’ ac- 
ceptances is too closely confined. Slight- 
ly more than 50 per cent of all the bills 
now outstanding are held by the Federal 
Reserve System, for their own account 
or for the account of foreign central 
banks. Where state laws permit, say- 
ings banks and life insurance companies 
buy bills in moderate amounts while 
another portion of the whole volume is 
taken up through purchase by corpora- 
tions, colleges, trustees and individuals. 


has 


Tt third group which includes city 
and country banks, large and small, 
throughout the United States, carry only 
a negligible amount of purchased ac- 
ceptances, not exceeding at any time 
more than 12 per cent of the total in the 
market. 

The position of the bankers’ accept- 
ance in the investment field is unassail- 
able. It is now recognized as the out- 
standing instrument of credit in our 
world wide foreign trade operations, the 
indicator of dollar preeminence in every 
foreign market where we buy or sell, 
its use and operation is closely guarded 
by the Federal Reserve Act and the 
regulations of the Federal Reserve 
Board, and it is the direct and un- 
equivocal obligation of the best banks in 
the country, the equivalent of a cer- 
tificate of deposit. Could anything more 
be desired in investment paper? 


The Texas Cotton 
Credit Plan 


(Continued from page 221) 


and application of the proceeds as might 
have been agreed upon between the mem- 
ber bank and ‘the Federal reserve bank 
or, in the absence of an agreement, to a 
special collateral account. 

It is frequently necessary for papers 
evidencing title to cotton to be trans- 
mitted from the town in which the mem- 
‘ber bank is located to another town for 
substitution of one form to another. The 
trustees are specifically permitted to for- 
ward securities which they hold to com- 
press companies, railroad companies, or 
other carriers, to local banks or to 
special and dependable correspondents 
located in other cities for such purposes 

of substitution. 
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How the Plan Works 


N practice the plan works somewhat 

as follows: The member bank ex- 
pecting to use the plan designates the 
trustees it desires to act. The trust 
agreement is executed by the trustees 
and the member bank. Arrangements 
for the line of credit desired are made in 
advance. When actual borrowing be- 
gins, the member bank selects the notes 
and acceptances it desires to offer and 
delivers the collateral securing the same 
into the possession of the trustees. The 
notes or acceptances, together with the 
pledge of securities form, are then trans- 
mitted to the Federal reserve bank with 
the usual form of application for re- 
discount. 

This procedure is repeated from time 
to time as new notes or acceptances might 
be offered. Thereafterwards, the trustees 
may, if they desire, turn over each morn- 
ing the contents of the lock box to the 
agent designated as heretofore stated, 
who will handle the details during the 
day. He will have prepared by the end 
of the day, the daily report, the pledge 
of securities form, the surrender of se- 
curities form and the letters of trans- 
mittal for substitution. These papers, 
when thus prepared, will require only 
the verification and signatures of the 
trustees. 


Fine Advantages 


HE following advantages result from 
the plan: 

First: The collateral remains in pos- 
session of the directors of the borrowing 
bank who are, naturally, interested in 
its welfare. 

Second: Outsiders, and especially 
competing institutions, are not apprised 
of the borrowing bank’s business. 

Third: The power conferred upon the 
trustees to intrust the collateral during 
any business day to an agent permits 
the handling of all transactions without 
delay or inconvenience to the bank’s 
customers and in virtually the same man- 
ner as it would be handled if not 
hypothecated. 

Fourth: The powers of exchange and 
substitution of collateral lend flexibility 
which enables the borrowing bank to 
function as smoothly as though the col- 
lateral were not hypothecated. 

Fifth: While permitting the latitude 


described the legal status of trustees and ° 


cestui que trust is preserved so as to 
protect the lender. 


Can Be Extended to Grain 


N addition to these advantages there 

are several benefits which the plan 
will bring about. 

It will offer a simple and practical 
method of obtaining credit from the 
Federal Reserve Bank of Dallas against 
the actual paper arising in the movement 
and marketing of the cotton crop. 

The availability of this credit will 
enable the banks located in Texas to 
handle a larger volume of this business. 
It is extremely desirable business and a 
large part of the financing is handled by 
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_— HOW” the Highland 
Park (Michigan) State Bank does it: 

“Every day,” says Mr. C. H. Ewing, 
“at least 7,500 people—sometimes 10,000 
—track up our 4,000 sq. ft. of marble 
floor. Many are employed in the Ford 
Motor Co. machine and foundry shops 
across the street. Their shoes are greasy, 
grimy, dirty. But our FINNELL Elec- 
tric Floor Machines, followed by a single 
mopping, leave the floors spotless!” 


Not content alone with mastering that 
job, FINNELL equipment has been sav- 
ing this bank $1,000 in labor cost yearly 
since 1919. Enough to Pay for the ma- 
chines twice every year! 

There are FINNELL models that wili 
solve your floor problems in like manner 
—whether you have 500 sq. ft. to clean 
or 500,000. 

You can use the FINNELL to wax 
and polish, too, where needed. Also to 
completely refinish worn spots. Works 
easily, quietly, speedily. 


A—Section of supposedly well-cleaned floor. 
Dirt remains in cracks. Discoloration has set 
in, B—Cleaned the FINNELL way. Spotless, 
inviting, preserved. This test on YOUR floors 
will reveal how much cleaner they CAN and 
SHOULD be. 


ELECTRIC FLOOR 
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How would 
you battle 


000 
hod, my. 


Send for story of dividend-pay- 
ing floors. 


Explains how to secure greatest 
utility and beauty from your floors 
most economically — whether they 
are marble, tile, wood, linoleum, 
terrazzo, cork, rubber, wood blocks 
cement, etc. Free on request. Have 
your secretary write ... now’. 
FINNELL SYSTEM, INC., 2009 
East St., Elkhart, Ind. 


(District offices in principal 
cities of U.S.A. Factories, 
Elkhart, Ind., and Ottawa, 


Ont., Can.) 


It Waxes 
It Polishes 
It Scrubs 


CRUBBER-POLISHER 


banks located outside of the Eleventh 
Federal Reserve District. 

Member banks who desire to do so 
may greatly improve the present method 
of financing this business by getting a 
larger volume of this class of paper in 
such shape as to be eligible and accept- 
able to the Federal reserve bank. This 
should result in minimizing losses to 
member banks. 

The plan will tend to bring about a 
more uniform method of financing the 
movement and marketing of cotton. 

The facilities of the Federal reserve 
bank being always available will tend to 
stabilize money rates whether the credit 
is actually used or not. 

Proper use of the plan will tend to 


bring about a more orderly marketing 


of the cotton crop. 


While the plan has been adopted so 
far only to the financing of cotton, there 
is no reason why it could not be ex- 
tended to cover grain or other staple 


As soon as 
we have obtained more experience we 


agricultural commodities. 


expect to make such extensions. 


To Our Subscribers 


If you change your address with- 
out notifying us, delays and fail- 
ures in our service must result. 
Help us to serve you efficiently by 
notifying us about 
shifts location 
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St. Louis 


Price Movements 
of Securities 


What these forces are and how the successful 


investor uses them to reap financial rewards 
by anticipating changing conditions and new 
developments are clearly set forth in a set of 
graphs which have just been prepared by our 
Department of Economics and Surveys. 


Federal Reserve Ratio, Call Money Rates, 
Commercial Paper Rates, Commodity Prices 
and their relationship to fixed interest bearing 
securities are shown on these graphs and ex- 
plained in language that will easily be under- 
stood by all classes of investors. 


These graphs will be of special interest to 
bankers and their corporation customers. 


We shall be very glad to mail this instruc- 
tive folder on request. 


Send for AZ-8 


AC.ALLYN*» COMPANY 


INCORPORATED 
Investment Securities 


67 West Monroe Street, Chicago 


Forces Governing 
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Proposed Amendments to Association Constitution 
(Continued from page 254) 


amendment to the Constitution abolish- 
ing the Clearinghouse Section. 


Amend By-Law VI by adding at the end 
thereof the following: 


Clearinghouse Functions and Banking 
Practices 


“Sec. 3. There shall be a Commission on 
Clearinghouse Functions and Banking Prac- 
tices, consisting of fourteen members—nine to 
be appointed by the President of the Ameri- 
can Bankers Association, and the remaining 
five members to consist of the vice-presidents 
of the four divisions of the Association—Na- 
tional, State, Savings and Trust—and the 
last living ex-chairman of this Commission. 
The members thus appointed shall serve for 
one year and/or until their successors are 
appointed. Two-thirds of the appointive 
members shall be re-appointed. 

“The Commission shall annually submit to 
the President of the American Bankers As- 


sociation the names of five candidates for 
appointment, of which number he shall ap- 
point three. Officers of bank members of the 
American Bankers’ Association, _Clearing- 
house Managers and Clearinghouse Examiners 
shall be eligible for appointment and such 
managers and examiners need not be quali- 
fied as delegates. No appointive member 
may serve for more than three consecutive 
years. 

“For the first year, the Commission shall 
consist of thirteen members. The appointive 
members shall be the nine members of the 
Executive Committee of the Clearinghouse 
Section, as constituted at the time that sec- 
tion ceased to exist. 

“The Chairman and also the Vice-Chairman 
of the Commission shall be elected to the 
Commission from the appointive members. 

“The Chairman of the Commission shall have 
the power, subject to the approval of the Com- 
mission, to appoint such Committees as he 
may deem necessary to carry out the func- 
tions of the Commission. 
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“The activities of the Commission on 
Clearinghouse Functions and Banking Prac. 
tices shall embrace all matters relating es. 
pecially to work which may be of interest 
and advantage to the members of this As- 
sociation which properly come within the 
scope of clearinghouses, both city and na- 
tional, and all other matters concerned with 
details of practical banking operation and 
management. 

“This Commission shall cooperate with the 
four principal divisions of the American 
Bankers Association in special research work 
and assist these divisions in any special mat- 
ters which any division may charge to it.” 


Further Amendment to By-Law VI 


Amend Section 1 of By-Law VI by adding at 

the end thereof the words “except as other- 
wise provided in this By-Law.” 
_ Amend Section 2 of By-Law VI by insert- 
ing after the first sentence thereof, the fol- 
lowing sentence: “The members appointed by 
the President of the American Institute of 
Banking Section and the member of the State 
Secretaries Section need not be qualified as 
delegates.” 


It should be observed that Section 1 
of By-Law VI provides that “Members 
of Commissions must have the same 
qualifications as delegates.” Section 2 
creating the “Public Education Com- 
mission” which was subsequently added, 
provides for certain appointees of mem- 
bers of the American Institute of Bank- 
ing Section by the President of that 
Section and also for the appointment of 
one member of the State Secretaries 
Section. As some of such appointees 
may not hold such office in a bank mem- 
ber of the American Bankers Associ- 
ation as to be qualified as delegates, the 
purpose is to provide specified excep- 
tions to the general provision that mem- 
bers of these Commissions must have the 
same qualifications as delegates. 


Three Crops 


“TT OUR fundamental purpose,” said 
President Hoover in addressing the 
members of the newly created Farm 
Board, “must be to determine the facts 
and to find solution to a multitude of 
agricultural problems, among them to 
more nearly adjust production to need.” 
About the time that this statement 
was being read throughout the land 
there was also being read the announce- 
ment of a “real panacea for agricul- 
tural ills.” An industrial engineer of 
Chicago is said to be raising three crops 
per year on a dozen farms located in 
different sections of the United States. 
Declaring that crops are more valu- 
able while green, he cuts them while they 
are lush, instead of waiting until they 
are ripe and matured, and immediately 
dries them by a soft coal heater and a 
20-foot blower fan. By this method 
it is claimed that hay or alfalfa cut in 
the rain may be baled and ready for the 
market within an hour. Upon harvest- 
ing a green crop another is planted. 
Obviously there are many crops to 
which the method cannot well be applied, 
but even with a fair degree of adoption 


‘of the plan by farmers throughout the 


country there is in the plan an addi- 
tional something to complicate the work 
of the Federal Farm Board Future 
generations may rise up and call blessed 
the man who makes two blades of grass 
grow where one grew before, but in this 
generation that extra blade of grass may 
not call forth unmixed blessings. 
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Profits and the Census 
(Continued from page 245) 


will be doubled, if not trebled, at the 
coming census. 

A census of manufactures, covering 
production in the year 1929, will be 
taken in 1930 along with the regular 
decennial census of population. A cen- 
sus of manufactures in the United States 
was taken as early as 1810. From 1840 
until 1900 it was taken decennially, from 
1900 to 1920 at five year intervals, and 
since 1920 the canvass has been made 
biennially. 

For census purposes 340 manufactur- 
ing industries are recognized. Certain 
general statistics, applicable to all, such 
as number of wage earners, wages, value 
of products and similar information, are 
compiled from the data collected. In 
addition a great amount of, special and 
detailed information in regard to prod- 
ucts is compiled. 

The story told by the censuses taken 
in the present century, and. particularly 
those taken since the World War, is one 
of increasing output per wage earner. 
The manufacturing industries of today 
produce a considerably greater quantity 
of products per wage earner than they 
did a quarter of a century ago. Each 
increase in production, of course, has 
been accompanied by marked increases in 
the use of power-driven machinery. 


Something Entirely New 


ERETOFORE in the evolution of 

the census from the meager begin- 
nings of 1790, when only the heads of 
families were counted, down to the mod- 
ern comprehensive canvasses of popu- 
lation and property inquiries in the field 
of specific business statistics have 
stopped short with production. For 
many decades the government has gath- 
ered statistics concerning population, 
agriculture, manufactures, mines, quar- 
ries, births, deaths, marriages, divorces, 
wealth, indebtedness, taxation, munici- 
pal and state finances, current business 
and many other phases of the industrial 
and social life of the country. 

But the government has never gath- 
ered facts and figures to help in tracing 
the history of commodities in their move- 
ment from the producer to the consumer. 
The next step will be taken in 1930 
under an authorization in the bill pro- 
viding for the decennial census passed 
at the last session of Congress. The 
bill provides for a census never taken 
before—a census of distribution. 

This new census is expected to form 
the basis of facts and figures from which 
to find out what the distributor of goods 
spends his money for; what it costs to 
sell, deliver and collect for individual 
items and what these particular services 
add to the cost of distribution. This will 
make possible a complete picture of busi- 
ness—the cost of production and the cost 
of distribution. 


HE first census of distribution will 
be strictly a merchandising census. It 
will be limited to the handling of com- 
modities by the wholesaler and the re- 
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tailer. The government will first con- 
centrate on the task of obtaining the 
facts about what happens to actual mer- 
chandise as it passes from producer to 
consumer. Later on the field may be 
broadened to include investigation into 
the costs of the so-called “service in- 
dustries”’—such as the activities of 
bankers, brokers, security exchanges, 
realtors and the like. 

Besides the inquiry into the manner 
in which “consumer commodities” are 
handled there is to be a census of in- 
dustrial distribution in connection with 
the regular census of manufactures. In 
this inquiry the government will seek 
facts about manufacturers’ purchases of 


raw materials, semi-manufactured arti- 
cles, machinery and other equipment and 
supplies for the maintenance of the 
plant. 

This will round out the modern census 
as it will be taken in 1930. The infor- 
mation it will make available will enable 
the banker or the business man to add 
another chart to his maps of future 
business. He will know not only what 
are the increases in the population and 
wealth of the country, and the rate of 
expansion in production and wages, but 
what it costs to do business with the 
consumer. Consequently a more ac- 
curate knowledge of costs will make pos- 
sible more certain forecasts of profits. 
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BONDS + SHORT TERM 


NOTES 


ACCEPTANCES 


Irregular Loans, Commonly Called Float 
(Continued from page 250) 


both city and country banks, large and 
small, I would say that the ratio of 
those that charge on uncollected items 
deposited to non-interest bearing com- 
mercial accounts could be changed from 
60-40 as was disclosed by my survey, 
which was made among our larger banks, 
to 90-10, and probably not 10 per cent 
are systematically making a charge. If 
considered on the basis of volume of 
business transacted, the percentage 
would change again, this time more 
favorable to making a charge, as in our 
larger cities banks are generally mak- 
ing an interest charge on their irregular 
loans. 


I would suggest that every bank that 
has neglected this phase of its business 
review its accounts very carefully until 
it has discovered who of its depositors 
are its principal offenders. If it does not 
feel justified in immediately adopting a 


blanket rule that would apply to all of . 


its commercial accounts alike, let it be- 
gin with its habitual offenders and make 
an interest charge to them in order to 
try out such a plan. If they resent the 
charge, and, in fact, if a few sever their 
relations with the bank, it will have the 
satisfaction of knowing that it has lost 
only business that was an expense to it. 


A Dangerous Remedy 


N answer to the question, “Do you 

make an analysis of your checking 
accounts to which uncollected items are 
deposited, to see if the amounts so de- 
posited are being withdrawn before they 
have been actually collected?” some very 
illuminating answers were received. ; 

One bank reported that it does not 
analyze its accounts because it has a 
monthly service charge that includes 
whatever interest there might be on un- 
collected items. As stated elsewhere. a 
monthly service charge on small check- 
ing accounts is very practical, but as to 
making a monthly service charge on 
large accounts in order to cover what- 
ever uncollected items that may have 
been deposited, is a dangerous remedy to 
use. The opposition to this plan from 


‘customers would be hard to overcome. I 


doubt if one customer. out of every ten 
can be convinced of the justice of it. 

A large majority of the banks whom 
I reach through my survey are making 
a regular practice of analyzing their ac- 
counts and particularly their most active 
ones. As one banker says, “We analyze 
our large accounts regularly but not the 
smaller ones.” Another banker expres- 
ses the same thought in these words, 
“We go over our accounts regularly, 
giving special attention to certain very 
active ones, especially where deposits 
are made frequently and many checks 
are drawn during a calendar month.” 

That the practice of analyzing ac- 
counts is becoming quite general is evi- 
dent from these reports for in only three 
cities contacted did I find that the banks 
there had done nothing to ascertain the 
profitableness or unprofitableness of 
their accounts. If this survey had been 
made ten years ago, the opposite would 
have been true. 


Watching the Leaks 


7 answer to the question, “Do you pay 
interest on commercial (checking) 
accounts without deducting from the 
amount on which interest is paid, items 
not yet collected although credited and 
shown in the depositor’s balances?” 
The replies to this question were as en- 
lightening as those to the previous ques- 
tions. 

Evidently banks generally are watch- 
ing the leaks that are cutting down their 
earnings as they have never done before. 
From the evidence at hand it is safe to 
assume that the day has passed when 
many of our banks will longer tolerate 
making irregular loans without charg- 
ing interest. 

Only 7 per cent of the banks con- 
tacted are waiving an interest charge 
on items deposited to interest bearing 
accounts, 92 per cent are deducting for 
uncollected items, and one bank is fol- 
lowing the plan of disregarding un- 
collected items that are deposited on the 
grounds that it makes a flat deduction 
of $2,000 from each commercial account 
on which it pays interest—the interest 
being computed on the balance in excess 
of $2,000. In other words, before a de- 
positor receives interest he must first 
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have a free balance of $2,000 and then 
he will get interest only on his balance 
in excess of this amount. 

This plan ought to be a good money- 
maker for those banks that can hold 
their business and at the same time pay 
interest only to those depositors whose 
balances exceed $2,000 and to them only 
on their balances in excess of this 
amount, as for example, pay .83 1/3 
cents a month on a $2,500 balance at 2 
per cent, and keep the customers satis- 
fied. I cannot see how this solves our 
problem of irregular loans, for there will 
be many depositors who have no out-of- 
town items to deposit, but who will be 
penalized, and to penalize a bank’s best 
customers is not a good plan to follow. 

A much better plan would be to 
analyze each account and charge it ac- 
cording to the benefits the depositor 


receives. 


The Businesslike Way 


fags next question was, “If you make 
a charge on_ uncollected funds 
which have been credited to a depositor’s 
account, do you charge your customary 
lending rate of interest, or a lower or 
higher rate?” A large majority of the 
banks contacted reported that they were 
charging their lending rate. Of those 
reporting, 10 per cent are charging from 
1 per cent to 2 per cent above their 
lending rate. Two banks are charging 
from 1 to 1% per cent below their 
lending rate. 

Other banks reported that the rate 
was fixed by clearinghouse agreement. 
In a number of cases, there is a provi- 
sion in the agreement that where an ac- 
count upon being analyzed discloses ex- 
cessive overdrafts, the banks may use 
its own discretion and charge its lend- 
ing rate. An improvement on that rule 
would be to permit a bank to charge a 
higher rate if in its opinion a higher 
rate were justified. 

It seems to me that the amount 
charged on these irregular loans ought 
never to be less than a bank’s lending 
rate, and if anything it ought to be from 
1 per cent to 2 per cent higher. If cus- 
tomers object to this higher rate, let 
them borrow in the regular way at the 
bank’s lending rate, which undoubtedly 
would be more satisfactory to their bank. 
It would be the businesslike way to han- 
dle all such cases, to say nothing of the 
added safety it would give to the bank 
handling it. 


No Charge on Small Items 


N answer to the following questions, 

“Do you find that the amount of work 
involved justifies you in making a charge 
on every small item, such as $5 or $10 
checks, or have you a fixed minimum 
amount so that only on items above this 
amount a charge is made? What is your 
minimum?” I found that a majority of 
banks make no charge on these small 
items. Probably because the expense of 
levying the charge would be more than 
the interest collected. Of those banks 
that make an interest charge, it is usu- 


ally based on a flat amount; for example, 
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some banks charge 3 cents an item on 
all items under $50, other banks charge 
5 cents flat on all items under $100. 
Just as banks disagree as to the cost 
of handling checks, they are not in ac- 
cord as to what the flat interest charge 
should be on small uncollected items. 
About 40 per cent of the banks con 
tacted make no charge. Of this number, 
a certain percentage are getting the 
same results so far as their small ac- 
counts are concerned by charging a 
monthly service fee on all small accounts, 
in which the cost of handling these small 
items is included. One bank says, “that 
sometimes they charge,” another bank 


“they charge only on _ large 
amounts.” Two other banks have fixed 
arbitrary amounts below which they 
make no charge, one has set its minimum 
at $500, another bank at $3,000. 


Many Waive the Charge 


NSWERING the question, “In com- 

puting your charge do you include 
the day an item is deposited, and also 
the day you receive returns?” practically 
all banks reported that they include the 
day all items are deposited, but do not 
include the day available returns are re- 
ceived. 
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In answer to the question, “Where a 
good customer objects to paying on un- 
collected items, do you insist on making 
the charge or do you waive it?” it was 
revealed that a large majority of banks 
not duty bound to make a charge by 
agreement with other banks, waive the 
charge, providing the account justifies 
it. As one banker writes, “We waive it 
generally.” Another bankers says, “We 
usually waive the charge when customers 
object to it.” Another banker states his 
position in these words, “Depend en- 
tirely upon how good he is. Our system 
is quite flexible.” A northwestern banker 
says, “That depends on the customer’s 
influence and affiliations. But we do not 
handle the account at a loss.” 


(293C-136) 


From the above questions it would ap- 
pear that it is a general practice of 
banks to waive the charge every time a 
good customer objects to it, but this is 
not always the case, as the following 
quotations will show. As one banker 
says, “Our schedule of exchange rates, 
which are arbitrarily fixed by our Clear- 
inghouse Association, has to be adhered 
to under penalty of a fine, hence there 
is no waiving for anyone, not even 
priests or ministers, nor charitable in- 
stitutions—all have to pay.” Another 
banker states, “The charge is obligatory 
to city depositors. Governed by Clear- 
inghouse rules.” Another banker says, 
“As a member of the local Clearing- 
house Association, we are compelled to 
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make a charge in accordance with its 
rules.” 

These quotations from members of 
clearinghouse associations could be 
duplicated in a dozen or more reports 
which came to me in answer to the ques- 
tion stated above. 


A a whole, the answers made show 
conclusively that the tendency 
among those banks that act independently 
of other banks is to waive he charge, 
while with banks that are members of 
clearinghouse associations the rules of 
the association are strictly adhered to. 
These reports show that in not one case 
where a bank is a party to a clearing- 
house association rule requiring that 
a charge be made, is it a practice to 
deviate from the rules. 

In answer to the question, “Do you 
make a charge on all items in process of 
collection and which have been credited 
to an account subject to check, or do 
you waive this charge on accounts where 
items of this kind are deposited at in- 
frequent intervals?” there is a strong 
tendency to favor the customer and 
waive the charge. As one banker says, 
“This depends on the individual. We 
waive it when it occurs at infrequent 
intervals.” Another report on this ques- 
tion reads, “Where a good customer may 
three or four times a year draw against 
uncollected items, we do not make a 
charge.” Other banks make no exception 
to their rules because of a clearinghouse 
agreement always to charge. One bank 
states its position very tersely, “No ex- 
ceptions tolerated.” Another leading 
bank has this to say, “Charges are made 
on all items whether deposited daily or 
infrequently.” 

Again it can be seen that there are 
practically no exceptions on the part of 
banks that are members of clearing- 
house associations, which associations 
have rules requiring that a charge be 
made against all uncollected items. 

In answer to the questions, “Do you 
deduct the Federal reserve bank re- 
serve requirements in lieu of deducting 
for float?” seventy-five per cent of banks 
replied that they did not deduct the 
Federal reserve bank reserve require- 
ments in lieu of deducting for float. 


Some Salient Points 


HE are some salient points worth 
consideration: 


(1) That every time a bank advances its 
own funds in payment of an uncol- 
lected item or allows immediate in- 
terest on it, it makes an irregular loan 
for which interest should be collected. 

That the depositor is the only one bene- 
fited by irregular loans, and conse- 
quently should pay a reasonable charge 
for the service rendered him. 

That of those banks that have been 
making an interest charge on _ their 
irregular loans, not one is willing to 
— the plan after giving it a fair 
rial. 

That customers to whom the justice of 
an interest charge has been fully ex- 
plained have accepted it as fair and 
are paying it willingly. 

That it is a bad precedent to waive 
charges to the “kicker” while charging 
customers who are willingly paying 
the charge. 

That as a general practice it is unbusi- 
nesslike to cash out-of-town checks and 
drafts of large amounts for strangers 
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as an accommodation, unless an in- 
terest charge is made that fully com- 
pensates the bank for the loan. 

(7) That a bank’s lending rate, or a higher 
rate, should be charged on irregular 
loans, for the full time, excepting only 
the day the proceeds come into the 
bank’s possession in cash or its equiv- 
alent. 

That all accounts with balances in ex- 

8) a of what are designated as small 
unprofitable checking accounts should 
be analyzed individually and charged 
according to the benefits received, and 
not arbitrarily assessed according to 
what other accounts are charged. 

‘ at the best way to handle irregular 

al go on small unprofitable checking 
accounts is by making a monthly ser- 
vice fee which is of sufficient amount 
to cover all costs of carrying the ac- 
count, including interest on uncollected 
items credited for immediate use. 

(10) That better results can be obtained 
through clearinghouse associations, or 
through various other groups of banks, 
than for banks to act independently. 


These points stand out after an in- 
vestigation of the question of irregular 
loans They show the way to a sound 
solution. 


Supervision for Private 


Banks 


XEMPTIONS from _ government 
supervision enjoyed by private banks 
seems destined for attack, at least in 
New York State. Speaking before the 
recent annual meeting of the Otsego- 
Schoharie Bankers Association, United 
States District Attorney Tuttle of the 
Southern District of New York ex- 
pressed the opinion that at the next 
meeting of the Legislature the State 
banking law would be strengthened in 
respect to such institutions. 
Characterizing the portion of the New 
York State law dealing with private 
bankers as indefensible, Mr. Tuttle said: 
“Section 150 undertakes to exclude 
from governmental supervision private 
bankers who do not hang out an exterior 
sign as such, do not allow interest on 
balances under the stated minimum and 
do not accept deposits which in any 
separate account average less than the 
stated minimum over a period of a year. 
“This classification is wholly arbi- 
trary and artificial. It has no re- 
lation to the security of the deposits or 
to the reasons which underlie govern- 
mental supervision. Evasion does not 
even tax ingenuity. Moreover, such a 
classification is not only over the head 
of the general public, but it rests on 
points of fact which the public has no 
means of ascertaining. Hence it becomes 
a sort of trap for the average depositor, 
who naturally takes for granted the 
existence of governmental supervision. 
“It shocks common sense that gov- 
ernmetal supervision should follow from 
an exterior sign containing the word 
‘hankers,’ and yet not from the use of 
the same word on all other forms of 
advertising or on checks, bank books, 
deposit slips and general stationery.” 
If advertising as a bank entails govern- 
mental supervision because of its impli- 
cation of the existence of such super- 
vision, the implication follows more 
forcefully from such advertisements on 
all the stationery of the bank rather 
than from a mere sign over the door. 
“The public can know nothing about 
the average annual deposits in the 
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separate accounts or about the allowance 
of interest on given accounts; and the 
very fact of a classification turning 
upon such hidden facts entitles the pub- 
lic to assume their ascertainment by a 
vigilant and potent banking department.” 


Regional Trust Con- 


ference 


problems in up-to- 
date fiduciary banking are on the 
program for discussion at the sessions 
of the Seventh Regional Trust Con- 
ference for the Pacific Coast and Rocky 
Mountain States to be held in Ogden, 
Utah, Sept. 26 and 27. 

Trust men from the states of Arizona, 


California, Colorado, Idaho, Montana, 
Nevada, New Mexico, Oregon, Utah, 
Washington and Wyoming are to partici- 
pate in the sessions. Special invitations 
have been sent to all bankers and trust 
men who will be on their way to the 
American Bankers Association Conven- 
tion in San Francisco to stop over at 
Ogden en route. 

Among the important topics on the 
convention program are: the develop- 
ment and operation of a trust depart- 
ment in smaller cities; property manage- 
ment from the company’s standpoint; 
new methods of life insurance trust de- 
velopment; the investment of trust funds 
and the handling of trust business in a 
branch banking system. 
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Investment Cycles 


Many investors from time to time favor almost exclusively 
certain types of investments—either senior obligations such as 
bonds or debentures, or junior securities such as preferred or 


common stocks. 


Regardless of changing “fashions” in the 


investment field, however, sound principles demand a high 


degree of diversification. 


Through our originations of all classes of investment securities, 
we can offer to our clients a completely diversified list, includ- 
ing Municipal Bonds of several states, Corporation Bonds, 


Joint Stock Land Bank Bonds, Land Trust Certificates and 
and Preferred and Common Stocks. 


We shall be glad to assist you in the proper 
diversification of your investment account. 
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The Next Step in Bank Taxation 


(Continued from page 238) 


munity if they cut out some paper that 
ought to be cut out, and so reported. 


Income Went for Dividends 


HERE were 4874 bank failures in 

this country in the eight years end- 
ing June 30 last year. Inexperience had 
been trying to meet the problems of 
deflation without sufficient capital and 
without enough surplus accumulated to 
serve as a buffer. In a large number of 
cases, that insufficiency of capital and 
surplus was due to excessive taxation 
and taxation of the wrong kind. 


The state and the cities did not merely 
take a part of bank income, which any- 
body can afford. They taxed book value, 
and so discouraged the banks from ac- 
cumulating capital and caused them to 
pay out all of their income in dividends. 
The taxation of banks has been a con- 
tributing cause in more than half the 
bank failures of recent years. The banks 
are going to have to change the system. 

What are the states going to do for 
the additional revenue which I am sure 
they need? What seems to me to be the 
field is “intangible” property, which all 


. judges said: 
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the states will have to reach in some 
way, and some of the states are reach- 
ing it. 


On the Economic Frontier 


VERY able financier of France gq 

century or two ago said that taxa- 
tion consisted of plucking the goose with 
the least squawk. That is a cynical 
comparison, but it is true, and we must 
change our present system, for we are 
getting too much squawk from two im- 
portant classes, the owners of real es- 
tate and bankers. It is going to be nec- 
essary to reach the vast volume of in- 
tangible wealth that has grown up almost 
without our knowing it. 

When some of the states were on the 
economic frontier a generation ago, the 
ad valorem system of taxation worked 
very well. All wealth was tangible then, 
but as time went on wealth grew up in 
other forms. The old mill was no 
longer a small water-power affair, but 
a great institution, capitalized at $1.000,- 
000, most of the $1,000,000 supplied by 
people who had bought its stock and its 
bonds; and so there came to be a great 
many people who owned wealth that was 
intangible and was not reached. Bonds 
are easy to hide and will be hidden if 
the attempt is made to tax them. You 
simply cannot get a man to pay 2 per 
cent or 3 per cent tax on a 5 per cent or 
6 per cent bond. Many of the states tried 
to get the property out of hiding by a 
low rate of taxation, two, three, four or 
five mills on the dollar. Pennsylvania be- 
gan in the 70’s to apply a four mill tax 
on that form of property. A man does 
not feel so bad if he has a 6 per cent 
bond and they tax him four mills on the 
dollar; that is less than half of one per 
cent and he still has 5.6 per cent income 
left. The results have been pretty good. 
Minnesota with a three mill tax put 
hundreds of millions of dollars of in- 
tangibles on the assessment books. 


Had All Sorts of Trouble 


HEN they ran against this conflict 

with the law of Congress. Of course 
the state can tax national banks (they 
being instruments of the Federal gov- 
ernment) only in accordance with the 
permission of Congress. The law of 
Congress requires that if a state taxes 
a national bank it must not tax the 
shares any higher than it taxes the capi- 
tal, bonds and mortgages, and that sort 
of property, that compete-with national 
banks. Of course almost all banks, even 
national banks, make some mortgage 
loans now, and almost all of them have 
bonds among their investments. 

Those interested made a test case of 
the matter and when it came before the 
Supreme Court of the United States the 
“The law means what it 
says. If you only tax bonds in your 
state half of one per cent, that is as 
high as you can tax the shares of the 
national banks.” That law is the fam- 
ous Section 5219 of the Revised Statutes. 
It is a protection to state banks, as of 
course no state will long tax its own 
banks much higher than it taxes its 
national banks. 
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We have had all sorts of trouble ever 

ince that famous decision was handed 
down in 1921, The state tax commis- 
sions went to Congress about it. Con- 
gress amended the law in 1923 and in 
1926 so that it is now possible for the 
states, that do not care to give bank 
shares such low rates, to tax the na- 
tional banks on their income. I believe 
myself that three, four or five mills is 
not enough of a tax on national bank 
shares. The states can take the net in- 
come as a basis if they want to. Massa- 
chusetts did that at once. New York fol- 
lowing in 1926 and Wisconsin in 1927. 
This year California, Washington and 
Oregon have all followed with income or 
excise taxation. It seems to be perfectly 
possible to obey the laws of Congress 
that bank shares shall not be taxed high- 
er than competing moneyed capital, and 
still get adequate revenue out of the 
banks. 


s 


In a Minute and a Half 


HE fear is often expressed that if a 
T tate is put on the income-tax basis, 
as to corporations in general, it would 
keep corporations out of the state. Per- 
haps it would; or perhaps a _ corpo- 
ration that wanted to come into the 
state would be glad to know that in the 
first few years, while it was getting a 
footing in the state, if it did not make 
any money, at least it would not have to 
pay any taxes except on real estate. 
However, a state can put the banks on 
an income-tax basis without doing the 
same thing for other corporations. Mas- 
sachusetts does it and the State of 
Washington has just provided for it. 


Congress limits income or excise 
taxation only in this—a state must not 
tax the income of national banks more 
highly than it taxes the most highly 
taxed class of its own corporations in all 
ways. In Massachusetts they have a 
24% per cent income tax on corporations, 
but an excise tax on banks of about 5% 
per cent. They tax corporations not only 
on their income, but local townships and 
counties tax them ad valorem too. The 
tax commissioner of Massachusetts gets 
the statistics each year and finds out the 
total income of Massachusetts corpora- 
tions and the total taxes they have paid 
in all forms, income tax and everything 
else except real estate, and then in about 
a minute and a half he figures how much 
of the income of the Massachusetts cor- 
porations has been taken by taxation in 
all forms. If it works out to be 5% per 
cent, that, for the coming year, is the 
rate of taxation on Massachusetts banks, 
state and national. 


Hateful Tax’’ 


A I said in the beginning, the total 
taxes in this country are going to be 
more, not less, and that means that a 
tremendous change is coming in every 
state. We can no longer get the revenue 
that a modern community requires out 
of real estate and the banks, and that is 
about all we have been reaching so far. 
We must make a change in the taxing 
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basis and we must make it by bringing 
into the purview of taxation the great 
mass of intangible wealth that has 
grown up since one after another the 
states have ceased to be on the economic 
frontier and have begun to develop capi- 
talism. We must reach that capital, and 
we must reach it in such a way as to 
make a man willing to return it for tax- 
ation. We do not have to put an income 
tax on that intangible wealth unless we 
want to; we can tax it ad valorem at low 
rates. Then, in order to preserve the tax 
on national banks, and that means, prac- 
tically, on the state banks, too, we must 
put the banks on some kind of income 
basis, either an income tax or an excise 


tax measured by income. 

Samuel Johnson in his famous diction- 
ary defined “excise” as: “A hateful tax 
levied upon commodities, and adjudged 
not by the common judges of property, 
but by wretches hired by those to whom 
excise is paid.” We no longer farm out 
our taxes, and the excise is not like that 
now. Of course, an excise is not an in- 
come tax, although it can be measured 
by income. New York and Massachu- 
setts and now California; Washington 
and Oregon, are determining the income 
from banks and other corporations for 
the purpose of measuring taxation. 
Under one name or the other, here is the 
next step in bank taxation. 
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Farm Aid on the Installment Plan 


(Continued from page 234) 


tities the farmer is able to secure the 
sheep at a greatly reduced cost com- 
pared with what he would have to pay 
should he endeavor to secure them him- 
self. 

Sheep in the last five years have been 
exceptionally profitable. Many farmers 
purchasing foundation flocks of yearling 
ewes from the corporation have made 
100 per cent profit on their investment 
the first year. Some wonderful letters 
were received from those securing the 
sheep, a number stating that it was only 
through the income from the sheep that 
they were able to remain on the land. 
Others wrote that they did not have seed 
from their grain crops and were able 
from the sheep to buy their seed in 
addition to paying the installment on 
their note, and others stated that the 
grain crop would not pay the first mort- 
gage loan interest, but the sheep not 
only took care of the installment due 
the corporation but also paid the inter- 
est due on the first mortgage loan on 
the land. 


Better Dairy Cattle Needed 


HE wool and the lambs are the only 

returns that can be measured in 
dollars and cents, but a farm flock is 
known among efficient farmers as the 
best farm “vacuum cleaner.” The 
sheep’s appetite for weeds, brush and 
screenings—feeds that other forms of 
livestock scorn—is well known. 

An expert dairy cow buyer is also 
retained. The cows are purchased in 
the dairy sections of Wisconsin and 
Minnesota and shipped in carload lots, 
thus cutting down the overhead to a 
minimum. 

The object of the corporation has also 
been to improve the quality of dairy 
stock by importation of high-grade 
stock from the dairy districts. With the 
introduction of pure-bred sires, improve- 
ment of breed has been increased. This 
improvement of the quality of dairy 
cattle is a crying need, for hundreds of 
farmers are today milking cows that do 
not produce enough to pay for their 
feed. Farmers are rapidly awakening 
to this condition and are appealing for 
assistance in getting better stock. In 
one instance a farmer was milking six- 
teen cows, which, upon test, proved to 
include twelve producing less than their 
keep. The corporation assisted this 
farmer to obtain eleven good grade 
cows from a good sire, which, upon 
test, produced an average of 249 pounds 
of butterfat the first year. In the first 
year the income from these cows paid 
the loan made for their purchase. 


Acts as a Revolving Fund 


HE success of any undertaking is 
measured by the ultimate results ob- 
tained. The success of any loaning 
enterprise must be gaged by two fac- 
tors—first the prompt payment of loans 
and the percentage of losses; second, the 


permanent benefits obtained from the 
use of the money. The psychology of 
installment paying of indebtedness is 
well known to the American business- 
man. The remarkable part of the Agri- 
cultural Credit Corporation’s program 
is the manner in which the loans have 
been repaid. This is particularly so 
when it is remembered that there are no 
local guarantors or collection agencies, 
but all payments are made direct to the 
home office. 

The corporation has now operated for 
five years and a study of the figures 
shows that after the three-year cycle 
has been completed, the capital invested 
in livestock loans has acted as a revoly- 
ing fund. It has been able to loan 9700 
farmers $4,657,000, but at no time has 
it had much in excess of $2,000,000 on 
its books. 

For instance, last year, $1,270,000 
was loaned to 2794 farmers and $1,088,- 
000 collected from loans of prior years. 
The records show that the farmers have 
been paying their sheep loans as fast 
or faster than their payments have be- 
come due. In 1926 payments received 
on the sheep loans outstanding overpaid 
by 34 per cent the total of the annual 
installment due. In 1927 there was 11.6 
per cent overpayment and in 1928 the 
proportion was the same. The repay- 
ments on cattle loans also have been 
very satisfactory, but not quite as 
prompt as the sheep. On the sheep loans 
there are two pay days—the sale of the 
wool and the sale of the lambs; whereas 
on the dairy loans, inasmuch as a lien 
on the cream checks is not taken, the 
farmer is a little inclined to spend the 
proceeds for current operating expenses 
and depend on his grain crop for the 
payment of the installment when due. 


Farming Can Be Made 
Profitable 


TT losses have been running ap- 
proximately one-half of one per cent 
of the total of the loans paid. These 
were due in some instances to poor credit 
risks and in other instances to adjust- 
ments being made because some of the 
animals did not turn out well. It must 
also be remembered that these loans 
are distributed widely over five states 
and no agent or representative is in 
close touch with them. 

Therefore, it would seem that through 
the prompt payment and the small per- 
centage of loss, as shown by the experi- 
ence of the corporation, that long term 
installment plans for the purchase of 
livestock can be safely made and the 
income from the security will liquidate 
the indebtedness. 

As to the permanent benefits obtained 
from these loans, the records of the 
corporation are graphic illustrations of 
the practical value of livestock in the 
farm routine. These records prove that 
the Northwest farmer who is a good 
manager needs only a fair chance to 
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show that farming can be made profit- 
able year in and year out. 


The Leaven of Prosperity 


HE country banker in the states in 

which the corporation operates, al- 
though at first looking at it from a com- 
petitive standpoint, now realizes that it 
has been a boon to him and he is the 
most hearty cooperator. Many bankers 
advise that through the assistance of 
the corporation they have been able to 
greatly improve their farmers’ paper, 
that notes they have been carrying for 
many years, listed as slow and doubtful, 
have been taken out of that class 
through procuring loans for these 
farmers for the purchase of small flocks 
of sheep and dairy cows. The banker 
found that the farmer was able to pay 
the annual installment due and in addi- 
tion had money left over for other pur- 
poses and that at the expiration of the 
three years when the corporation was 
paid up, the livestock purchased and its 
increase, added to their former security, 
made the loan very desirable. This is 
not the experience of one, but of many 
bankers. 

Now, just what kind of credit risk 
does the corporation consider? The 
answer is that farmers with clear real 
estate and personal property do not ask 
for assistance; that the majority of the 
applications comes from and loans are 
made to farmers who are in the strug- 
gling state; men who have the equip- 
ment and the feed and are good care- 
takers, but, because of their financial 
condition through indebtedness already 
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incurred, are unable to obtain additional 
capital to increase their earning power. 
This is the farmer who really needs aid 
and in addition many farmers’ sons and 
those who have stepped up from tenancy 
to ownership, start out with a limited 
amount of equipment and desire to es- 
tablish themselves in diversified sources 
of farm income. 

The farmer is able to purchase trac- 
tors and other farm machinery, automo- 
biles, washing machines, pianos, radios, 
and what not, and pay for them in in- 
stallments. If he can purchase these ar- 
ticles why should he not be given the op- 
portunity to properly equip himself with 
good quality foundation livestock and 
pay for it over a series of years out of 
the income? At the expiration of the 
installments, he would still have his 
original purchase, no doubt worth very 
much more money, and in addition the 
yearly increase. Many farmers that 
have been assisted by the credit corpora- 
tion with a few sheep and a few cows 
now advise that they have a fine dairy 
herd in addition to a good sized flock of 
sheep and have them paid for. This 
foundation is the leaven that will be the 
basis of their future prosperity. 

There is a real need for a system of 
credit longer than now offered through 
the regular channels as a direct aid to 
farming to place it on a basis with other 
industries. Who is better able to fur- 
nish this credit and realize more from 
the indirect benefit through the farmer’s 
increased buying power and prosperity 
than the business interests? What more 
sound and constructive work could be 
undertaken? 


Experiments in Regional Forecasting 
(Continued from page 237) 


establish more than 2000 field agents for 
the purpose of getting local business 
forecasts. The expense of collecting in- 
formation by this means soon became 
too great and the effort was abandoned. 

More recently an experiment in re- 
gional forecasting has been made through 
the collection of information bearing on 
the future business trends of the terri- 
tory surrounding certain major distri- 
bution centers. Most of the information 
used in making the predictions was com- 
piled from information collected, but not 
always published, by the government, 
and by private agencies. 


Farm Studies Fairly Simple 


F OR the agricultural areas the method 
was fairly simple. At stated intervals 
the Department of Agriculture collects 
and assembles data on the number of 
acres of each of the major crops planted 
in each county in each state. Similar in- 
formation is available for a number of 
years past. By means of a study of the 
price trends for each commodity in the 
year for which the prediction is made 
and a study of the actual farm income 
in the same section in past years, a reli- 
able estimate was possible of the farm 
income for the coming season. Numer- 


ous other data were also found to be at 
hand to check such figures. The regional 
advisory boards of the car service divi- 
sion of the American Railway Associa- 
tion issue quarterly reports showing the 
estimates of cars needed for the ship- 
ment of freight of various classes from 
each of their several districts. This in- 
cludes about 70 per cent of all freight, 
and the forecasts have been proved to be 
of unusual accuracy. Crop estimates and 
cotton ginning reports by counties are 
also available. 

For industrial regions the problem of 
making local forecasts is considerably 
more complex. The types of each of its 
major industries must be considered with 
a study of their supplies of raw mate- 
rials and their markets. The collection 
of such material involves a great deal 
of labor, but, fortunately, here again the 
Federal government collects sufficient 
data on details of production, stocks on 
hand and price trends to make possible 
reasonably accurate forecasts when these 
data are supplemented by the reports of 
trade associations and other private 
agencies. It is obvious that the conclu- 
sions must be drawn by trained econo- 
mists who are able to interpret the gen- 
eral forecasts and records of past per- 
formance in the light of local informa- 


| No shots will 
/hold-up isgyiw 


REVENTS: 


SHOOTING 


ASSURES 
CAPTURE/ 


EDERAL Gas Ban- 
dit Protection blasts 
a cloud of blinding tear 
producing va- 
face of a 
—like a bolt 


porinthe 
hold-up man 
of lighting. 
be fired, the 
over. This is 
ter-offense 


the one coun- ay 
fear. It is the 
fense that the 


that bandits 
one bank de- W 
underworld \\ will not face 


if they know \\ it. 


BANDIT PROTECTION 


is the modern method of defense now widely 
used by the largest banks, trust companies, 
hotels, industrial pay-roll offices—because it, 
prevents shooting and assures capture. It 
protects the lives of innocent bystanders in 
crowded banks and lobbys. Absolutely 
harmless—yet reduces bandits to temporary 
complete helplessness in blinding tears. The 
bandit’s search for victims has now nar- 
rowed down to those banks which do not 
have Federal Gas Bandit Protection. 


Orders for Federal Gas Ban- 
dit Protection installations are 
taken care of in the order in 
which they are received. The 
first six months has more than 
doubled the number of installa- 
tions over any previous year in 
our history. It is suggested that 
you secure detailed information 
at once. 


FEDERAL LABORATORIES, ENC. 
185 41st St., Pittsburgh, Pa. 


Gentlemen : 


Without obligation on our part, you may 
send us your complete information on Fed- 
eral Gas Bandit Protection. 


Address 


289 
, 
| | 
| \ 
| 
| 
| 
| 4 
| 
| 
| 
: 
4 2 
4 
4 a 
: 
4 


AMERICAN BANKERS ASSOCIATION JOURNAL 


Printing, Lithographing and Steel Plate Printing 
of listed and unlisted Bonds, Stock Certificates 
and other negotiable instruments calls for 
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tion and that attempts of amateurs a period of five years, and the results 


might lead to highly misleading results. 


Simplicity Imperative 
XPERIMENTS in regional forecast- 
ing were also made for typical man- 
ufacturing and distribution centers over 


checked against the reports of the Fed- 
eral reserve banks in the districts chosen 
and against the reports of local banks 
and other private reviewers of business 
conditions. The first checks resulted in 
several changes in method as inaccura- 
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cies were observed and new sources of 
information came to hand. So far the 
results have been sufficiently encourag- 
ing to warrant extending the surveys to 
cover all regions east of the Rocky Moun- 
tains. Within another year it is expected 
that a series of peviodic forecasts can be 
made covering territories of each of the 
districts reported by the Federal reserve 
banks. 

The experimenial studies undertaken 
up to the present have been discussed 
and criticized by the bankers and leading 
merchants and manufacturers of the re- 
gions studied. In every case these men 
have emphasized the need of simplicity 
and clarity in the forecasts. Involved 
mathematical formulae are not un‘er- 
stood by the average sales manager. In 
so far as possible, the conclusions as to 
the future course of business should be 
expressed in terms of comparison with 
preceding seasons and the reasons for 
the anticipated changes clearly ex- 
pressed. Where the changes are antici- 
pated in_ special industries these 
should be indicated so that other business 
in the same region not subject to the 
same conditions will not suffer from 
events that do not affect them. The dis- 
cussions and criticisms have also _indi- 
cated that where possible conditions af- 
fecting changes in local markets should 
be distinguished from those affecting re- 
mote markets and that conditions affect- 
ing retail, wholesale, manufacturing 
business and agriculture should be stated 
separately. 


Pitfalls in Purchasing Power 


pitfall to be avoided is that 
of attempting to make up any index 
of purchasing power. This has been tried 
on numerous occasions by nearly every 
forecasting agency. The time may come 
when statistics of sufficient accuracy will 
be collected to make this possible, but 
sales managers are more interested in 
the prediction of volume of sales than 
of purchasing power which may or may 
not result in the turning over of their 
stocks. 

It is entirely probable that within a 
few years it will be possible for the re- 
gional forecaster to combine his fore- 
casts with population and distribution 
studies that will result in an accuracy 
of forecast for business in any given 
district. But that time has not yet come. 
In the meantime if general regional fore- 
casts can be made that will result in 
anything like the same degree of stabil- 
ization of local business that has fol- 
lowed the introduction of statistics and 
forecasts for the country as a whole, we 
may ‘be well contented to await the grad- 
ual development of more detailed and 
scientific methods. 

In view of the progress in recent 


‘months, it is safe to say that within a 


short time the bankers and merchants of 
the average city will have dependable 
predictions of business in their own com- 
munities, and executives of businesses 
operating on a national! scale will know, 
within reasonable limits, the results to 
be expected in each of their distributing 
areas for the coming season. 
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Forces That Make 
for Prosperity 
(Continued from page 242) 


performs the ultimate service for which 
it was levied. 

As a citizen of North Carolina, I 
believe that unless we can and will 
make definite improvement in the ad- 
ministration of our local governments, 
our local governments are, some of them, 
going to be on the rocks. If the loca! 
governments cannot themselves reform 
their business administration, the state 
must, for its own protection, step in and 
arbitrarily assume responsibility for so 
much of the administration as has here- 
tofore been wholly within the province 
of the local government. And that there 
is a direct and immediate connection 
between this situation and the general 
business prosperity of the state requires 
only the statement to be admitted by 
reasonable men. Unscientific systems of 
taxation and inefficiency in government 
are so much dead weight to be carried 
by business in the strenuous race of 
modern-day competition, and to the ex- 
tent to which they can be made scientific 
and efficient, to that extent will genera] 
prosperity be accelerated. 


Overshadowing the Gold 
Point 
(Continued from page 253) 


munity $327,000,000 of purchasing power 
from any source whatsoever (foreign or 
domestic), and a goodly share of it will 
trickle out to foreigners. Or give for- 
eigners prosperity; they cannot help 
shipping, something at least, to us. 
Our war debt receipts in 1928 totaled 
$210,000,000, and the United States 
Treasury retired a corresponding 
amount of our public debt. Presumably 
the holders of the retired obligations re- 
invested a part in foreign securities— 
perhaps a very sizeable part. Some of 
the foreign taxpayers from whom these 
war debt payments came certainly 
bought somewhat fewer American cigars 


and automobiles because of their re- | 


duced purchasing power. 


Caused Prosperity Sharing 


HERE is no end to these illustra- 

tions. In 1928 our international 
turnover was about $22,000,000,000; and 
every single dollar of it tended to cause 
the counter-balancing movements called 
“detractions and promotions’—of this 
direct “prosperity-sharing” kind as well 


as of the indirect kind resulting from 


altered exchange rates. If only 3 per | 


cent of the sums which we acquired from 
foreigners in 1928 were spent abroad, 
through prosperity-sharing, there was a 
group of balancing transactions ag- 
gregating $319,000,000. If the for- 


eigners making these payments to us, 
under certain items, reduced by 3 per 
cent their other visible and _ invisible 
imports from us (detractions), these 
other balancing reductions aggregated 
$319,000,000. 


OUR OFFERING LIST WILL BE MAILED REGULARLY UPON REQUEST 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS OVER $66,000,000 


A National Standard 


for Short Term Investment 


GM A C obligations have been purchased by a clientele 
of nearly 8,000 banks, insurance companies, institutions 
and individuals, the country over. Their rating, as a 
national standard for short term investment, reflects 
established public confidence in G M A C prestige 


offered at current discount rates 


GENERAL MorTors 
ACCEPTANCE CORPORATION 


OFFICES IN PRINCIPAL CITIES 


Executive Office -- BROADWAY at 57TH STREET -- New York City 


A Complete Banking Service 


The Midland Bank offers exceptional facilities for transacting 
banking business of every description. Together with its affilia- 
tions it operates over 2450 branches in Great Britain and Northern 


Ireland and, in addition to offices in the Atlantic Liners Aguitania, 
Berengaria and Mauretania, has agents and correspondents in all 


parts of the world. The offices of the Bank in Poultry, London, 
E.C. 2 and at 196 Piccadilly, London, W. 1 are specially equipped 
for the use and convenience of visitors in London. 


OVERSEAS BRANCH : 122 OLD BROAD STREET, LONDON, E.C. 2. 


MIDLAND BANK 


LIMITED 
HEAD OFFICE: 5 THREADNEEDLE STREET, LONDON, E.C. 2 


The total “balancing efficiency” of 
these promotions and detractions, on our 
exports alone, is thus hypothetically 
estimated at $638,000,000; but that is 
just half of the story, for similar sets of 
influences were exerted also by our im- 
ports, visible and invisible. The total 
“balancing efficiency” of detractions and 
promotions on both exports and imports 
would be $1,276,000,000. The “balanc- 


ing efficiency” of the year’s record- 
breaking net gold outflow of $392,000,- 
000 is puny in comparison—particularly 
as much of the gold moved “on a com- 
modity basis,” that is, was not shipped 
to balance international accounts. 

The 3 per cent mentioned in the fore- 
going paragraph is, of course, highly 
arbitrary; 1 or 5 per cent might be 
closer. Checks drawn (debits to indi- 
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AN 
eon? Na, 


HEN you have a loss under ‘any policy of 
insurance, your chief interest is in immediate 
and fair settlement of the claim. — 


This company always has sought to settle all claims 
promptly and fairly, without attempting to evade 
responsibility on any technicality. 


The results are discernible in the increase each 
year in underwritings—from $821,000 in net 


premiums in 1900 to $42,000,000 in 1928. 


United States Fidelity 
and Guaranty 
Company 


With Which Is Affiliated the 
Fidelity & Guaranty Fire Corporation 


BALTIMORE 


MARYLAND 


Over 8,000 Branches and Agencies in United States and Canada 


95% of the banking institutions in New York, Philadelphia, and 
Pittsburgh have, after thorough investigation, adopted Holmes Elec- 


tric Protection Service. 
one logical decision to 
the remaining 5 per 
cent—investigate 


This almost unanimous opinion leaves but 


Holmes Service—today. 
Our staff engineers are 
at your service. 


Holmes Electric Protective Company 


NEW YORK 
370 Seventh Ave. 
Penna. 8100 


vidual accounts) in 1928 totaled $806,- 
000,0000,000, of which—judging from the 
1928 balance of payments—something 
like $25,000,000,000 must have per- 
tained to international transactions; this 
might suggest a ratio of about 3 per 
cent. A higher ratio is suggested by the 


PHILADELPHIA 
11th and Sansom Sts. 
Pennypacker 1500 


PITTSBURGH 
723 Liberty Ave. 
Atlantic 3400 


facts (1) that acquisitions of foreign 
exchange by individual Americans can- 
not be used, by our community as a 
whole, except for payments to foreigners 
and (2) that foreign acquisitions of dol- 
lar exchange had to be used here. Of 
all capital issues floated in the United 
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States in 1928, about 16 per cent were 
foreign; but a more useful ratio, as re- 
gards capital operations, would be a 
smaller one—that of our net export of 
capital to our national savings. 


Coincidence a Factor 
Ws in this field seem never ty 


have mentioned that a large part of 
the equilibrium in international payments 
can be ascribed to coincidence. Thus, in 
all years certain Americans want some- 
thing foreign and certain foreigners 
want something American—want it 
spontaneously. The two lists of funda- 
mental wants largely offset. It is only 
when the two lists promise not to offset 
closely that one needs to puzzle at all 
as to how the equilibrium will be estab- 
lished. Certainly any analysis of the 
equilibrium problem—or any description 
of the amazingly resilient mechanism of 
international payments—should not over- 
look this large factor of pure coin- 
cidence. One must not be too glib with 
this explanation, however, for what looks 
like coincidence might sometimes be the 
subtle results of “detractions and pro- 
motions.” 

A powerful deterrent to gold move- - 
ments is the international bank deposit— 
a billionaire buffer. At the end of 1928 
foreigners held $1,751,000,000 of deposits 
in New York banks; at London there 
must have been some _ comparable 
amount; at Paris, Berlin, Amsterdam 
and other centers — lesser amounts. 
These many billions of funds are less 
mobile than might be supposed; but at 
least, excess deposits acquired at one 
financial center are easily shunted to 
centers where deposits have been drawn 
down. Such movements usually result, 
of course, from “detractive and pro- 
motive influences,” but they are poten- 
tially so important as to merit separate 
mention. 


The Transfer Myth 


RANSFER “problems” can be de- 

scribed as the task of preventing 
the foreign transactions of a country 
becoming so “unfavorable” as to neces- 
sitate heavy gold exports and thereby 
compel it to suspend payments on its 
paper currency. It is no digression at 
this point to minimize the seriousness 
of all such “problems.” 

The subject is now brought up just to 
prove that the two types of balancing 
transactions, discussed above, must be 
of immense volume. If they are not 
immense in volume, how else to account 
for there being mighty fluctuations in a 
nation’s balance of payments (i.e., 
mighty “transfer problems”) without 
mighty movements of gold? 

The writer believes that, with a very 
few strokes of the brush, transfer prob- 
lems can be daubed out of the picture 
almost entirely: 

1. Since the war, when pleasure tours te 
foreign countries were practically suspended. 
the United States has learned how to “trans: 
fer’ about $800,000,000 annually for tourist 
expenditures. It has been a period of gold 
inflow, our net gold imports having totaled 
about $900,000,000. 

n 1922 our favorable balance of trade 


2. I 
was $1,257,000,000 less than in 1921; yet in 
1922 we transferred some $820,000,000 for 
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Trustworthy 


for Trust 
Funds 


EMPIRE BONDS 


are ideal for trust 
fund investments. 
They carry a strong 
guarantee as to prin- 
cipal and interest. 


They are indepen- 
dently trusteed by a large 
bank or trust company 
and are legal for trust 
funds. 


Their unquestioned 
safety and liberal yield 
of 544% to 6% merit the 
favor of wise investors. 


Empire Bond & Mortgage Corporation 
535 Fifth Avenue 


New York 


Steel Cabinets 
rotect Against FIRE- 


but Are 


can’t be found? 


“Bound Papers 
this are safe papers,” 


293 


AMERICAN BANKERS ASSOCIATION JOURNAL 


tourist expenditures, immigrant remittances, 
and charities—or about the same as in 1921. 
In 1922 our net gold import was $238,000,000. 

3. In 1924 the nation underwrote $728,000,- 
000 more of foreign securities than in 1923 
and transferred the proceeds without _realiz- 
ing that any problem was involved. In 1924 
our net gold import was $258,000,000. 

4. In the second half of 1928 our favorable 
balance of trade increased (over the first 
half) by $452,000,000 and our underwriting 
of foreign securities declined by some $610,- 
000,000. Thus, in a single half-year, these 
two items thrust a $1,000,000,000 transfer 
problem upon the outside world. Our net 
gold export in that half-year was $9,000,000. 


5. There is little need to discuss the al- 
leged problem of transferring German repa- 
rations. Nearly half of the “standard an- 
nuity” of $595,000,000 (still being paid) is in 
kind and hence involves no transfer prob- 
lem. The small balance is worth consider- 
ing here only because Germany’s_interna- 
tional turnover is apparently smaller than 
ours. Suffice it to observe that Germany’s 
net import of gold in 1928 was over $200,- 
000,000. 

HE reader can explain the foregoing 

five financial miracles to suit himself. 
He can rid them of their mystery by 
calling them coincidences, or he can pre- 
sume that the natural laws herein ex- 
plained are of terrific efficiency. 

The question is now raised, in good 
faith, whether in all history any nation, 
firmly on the gold standard, has been 
forced onto a paper basis solely by its 
international transactions. We know 
that during the war what ruined most 
of the currency systems was the inflating 
of banknote circulations for domestic 
expenditures. 

Incidentally it is not enlightening to 
say that the modern world is on a gold- 
exchange standard simply because in- 
ternational gold shipments do not amount 
to much. As balancing influences they 
never did amount to much; witness our 
prewar gold shipments. In comparison 
with the colossal sums which these other 
balancing factors must involve, inter- 
national gold shipments on a “straight- 
exchange basis” are literally small 
change. 


Convention Calendar 


STATE 
DATE ASSOCIATIONS PLACE 
Sept. Delaware 
Sept. 11-12 Indiana Evansville 
Sept. 20-21 Nevada Reno 
Nov. 6-7 Nebraska Omaha 
Nov. 8-9 Arizona Phoenix 
OTHER 
DATE ASSOCIATIONS PLACE 
Sept. 24-26 National Association of 
Supervisors of State Banks 
San Francisco, Cal. 
Sept. 25-27 Pacific and Rocky Moun- 
tain Regional Trust Con- 
ference, Trust Company 
Division, A. B. A. and 
Trust Company Section 


Utah Bankers Association 

Ogden, Utah 

Sept. 30-Oct.3 American Bankers Assn. 
San Francisco, Cal. 


Oct. 7-11 International Thrift Con- 
gress. London, England 

Oct. 29-31 Mortgage Bankers Assn. of 
America. New Orleans 

Oct. 30-Nov. 2 Financial Advertisers’ 
. Assn. Atlanta, Ga. 
Nov. 7-8 Fifth Mid-Continent Trust 


Conference, A. B. A. 
Detroit, Mich. 


YEO—THE ORIGINAL ROTARY Ss 


Banks throughout the coun- 
try have spent 


$1,000,000.00 


for Yeo 
Rotaries! 


Conclusive 
proof that 
the Yeo is 
now ac- 
cepted as 


standard 
bank 


equipment 


Yeo 
Rotary Night Depository is the result of a 


The tremendous acceptance of the 
definite need, definitely met. The Yeo— 
the original—is most widely used because 
exclusive features make it bandit-proof, 
burglar-proof and crook-proof. The “Vic- 
tory” Type E rotary weighs 1000 lb., its 
cylinder walls are 314” thick. It is equipped 
for electrical protection. Its proof-of- 
deposit system renders it error-proof. Its 
deposit chest is dynamite-proof. It has no 
upkeep cost. It brings down your over- 
head. It is not a question of whether your 
bank can afford to install the Yeo Rotary. 
The real question is, can you afford not to 
install it? 


Manufactured and Installed by 


Bank Vault 


e 
Inspection Co. 
Samuel P. Yeo, President 
Orrices: 5 South 18th Street, 
Philadelphia, Pa. 
SALES ENGINEBRS IN ALL PRINCIPAL OITIES 
Clip and Mail Coupon 


Bank Vault Inspection Co., 
5 South 18th St., 
Philadelphia, Pa. 


(0 Please send complete in- 
formation on Yeo Rotary 
Night Depository. 


0 Please quote on installa- 
tion from attached plans. 
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Lack of space prohibits our 
specifying individual stocks 
of the following groups in 
which we are interested: 


BANK 
TRUST CO. 
AVIATION 

INSURANCE 
INDUSTRIAL 
CHAIN STORE 


NEW and 
WHEN ISSUED 


Call us on any of the above 
classes of stock which have 
an Over-the-Counter Market. 


Hott 
Rose & 
Troster 


Established 1914 


Members 
UNLISTED SECURITIES DEALERS 
ASSOCIATION 
ASSOCIATION OF BANK STOCK DEALERS 


74 Trinity Place New York City 
WHltehall 3760-3779 


Private wires to 
Chicago and Hartford 
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Condition of Business 
(Continued from page 260) 


New York Broakerage Loans 


For own account..... 992* 1,516 809 
For out-of-town banks 1,756* 1,648 1,513 
For “others”........ 3,468* 2,166 1,880 
Total 6,217* 5,33 4,201 
Reporting Member Banks and Loans by 
“Others” Combined 
Secured loans—banks. 7,513 7,807 6,745 
Brokerage loans— 
3,.468* 2,166 1,880 
10,981 9,973 8,625 
*Aug. 28. 


An examination of the above figures 
shows that during the year the secured 
loans held by member banks increased 
$768,000,000 and the commercial loans 
also increased, by $421,000,000, while 
investments were disposed of to the ex- 
tent of $442,000,000. During this time 
total deposits of reporting member banks 
increased by only $86,000,000. It will 
be seen, however, that loans made direct 
by others than banks increased by $1,- 
588,000 during the year. 


There Is a Real Question 


oo have no quarrel with cor- 
porations who feel that it is to their 
best interest to lend their surplus funds 
direct, instead of keeping them in the 
banks and allowing the latter to lend 
them at a higher rate of interest. There 
is a real question, however, whether it 
is to the advantage of corporations to 
do this over an extended period of time. 
It has resulted in building up this item 
of direct loans that is more than three 
times as large as the national debt of 
the United States before our entrance 
into the war. So long as nothing hap- 
pens to seriously shake confidence, these 
loans will be left undisturbed and will 
be profitable, but in the event of any 
movement to withdraw these funds a 
major stringency would develop. From 
the above figures it can be observed how 
this happened in a very mild way at the 
year-end, when the outside money was 
temporarily withdrawn and the New 
York banks had to take over the loans. 

It would also seem advisable, from 
the standpoint of the individual investor 
who is carrying a large line of stocks 
to shift a share of his loans to banks, 
rather than force the broker to borrow 
such a large amount from banks and 
any other sources available. This would 
mean that the investor’s equity or mar- 
gin, which for many persons probably 


| represents a major portion of their per- 
| sonal fortunes, would be in the hands of 


banks, which are supervised by the 
Comptroller of the Currency and the 
banking superintendents of the various 
states, are subject to regular exami- 
nation by these governmental authori- 
ties and are required to publish state- 
ments of their condition periodically, 
instead of with private houses, whose 
standing and responsibility there is no 
reason to question, but which neverthe- 
less do not make a practice of publishing 
the statements of their condition and are 
not subject to supervision and exami- 
nation by governmental authorities but 
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Theodore Prince 
& Co. | 


Members New York Stock Exchan 
Members New York Curb Exchan 


RAILROAD BONDS 


PUBLIC UTILITY 
BONDS 


FOREIGN | 
GOVERNMENT BONDS | 


UNLISTED STOCKS 


Equitable Building 
120 Broadway 
New York 


1st Nat'l Bk. Bldg. 
1 Federal St. 
Boston, Mass. 


Integrity Bldg. 
Walnut & 16th St. 
Philadelphia, Pa. 


Stewart-Warner 
Cash and Stock Dividends . 


ON Aug. 15, 1929, Stewart- 
Warner paid its 66th 
regular consecutive quarterly 
cash dividend. For the past 
164% years. stockholders 
have received at least four 
cash dividends each calen- 
dar year. 


A stock dividend of 2% (the 
second this year) was dis- 
bursed on the same date. 


List of products manufac- 
tured and copies of latest 
financial report can be ob- 
tained at brokers’ offices or 
on application direct to the 
Corporation. 


STEWART-WARNER 
CORPORATION 
1826 Diversey Pkwy., Chicago 
and subsidiaries 


Alemite Products Co. of Canada, Ltd. 
The Alemite Corp’n. 
The Bassick Co. 
The Stewart Die Casting Corp’n. 
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CLINION GILBERT 
Will Buy 


300 Chase National Bank 
100 Chemical Bank 

200 National City Bank 
100 Guaranty Trust Co. 
500 N.Y.Title & Mortgage 
100 Public National Bank 


Will Sell 


100 Bank of America 
100 Bank of Manhattan 
100 Chatham Phenix 

10 Fifth Avenue Bank 
300 Irving Trust Co. 

50 Manufacturers Trust 


CLINTON GILBERT 


Established 1890 


Members Unlisted Securities Dealers Assn. 
Members Assn. of Bank Stock Dealers 


120 Broadway New York 
RECtor 4845 and 8720 


OR investment we 
recommended in 
these columns August 10: 
First National, Equitable 
Trust, Chase National, 
Guaranty Trust, Rich- 
mond National, Fifth 
Ave. Bank, Port Morris 
Bank. 


These stocks have 
shown an average 
market value appre- 
ciation since then of 


$49 per share. 


We again recommend 
New York City bank 
stocks especially: 


Equitable Trust 
Richmond National 
Straus National 

August 26, 1929. 
Inquiries Invited 


Ralph B. Leonard & Co. 


Members: 
Association of Bank Stock Dealers 
Unlisted Securities Dealers Association 


25 Broad St., New York City 
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only by the exchange of which they are 
a member. 


Stocks Active, Bonds Dull 


utility, steel and railroad 
stocks have led the activity in the 
securities markets, followed by miscel- 
laneous industrials that have been in- 
volved in mergers, either actual or 
rumored. Excellent earnings, as sum- 
marized earlier in this review, have 
proven to justify the large enhancement 


| in prices enjoyed by numerous stocks 


this year, and these earnings have a 
beneficial effect throughout business and 
even in government finances, where un- 
expectedly heavy tax receipts from cor- 
porations and individuals have allowed 
the Treasury to continue its program 


| of debt retirement in spite of the steadi- 
ly increasing aggregate of government . 
| expenditure and the special appropria- 


tions such as farm relief. All stocks 
have not gone up, however, and the past 
year has witnessed a _ discriminating 
market in which the marked gains were 
in such premier securities as United 
States Steel, Bethlehem, General Elec- 
tric, Westinghouse, Allied Chemical, du 
Pont, Eastman Kodak, American Tele- 
phone, International Telephone, Ameri- 
can Foreign Power, and the like. 

On a representative group of indus- 
trial stocks the dividend yield now aver- 


ages 3.16 per cent, while on the railroad | 
| group it is 3.98 and on the public utili- | 
If one will comb | 
through the listed stocks and pick out | 
all issues selling at better than 10 times 


ties only 1.75 per cent. 


earnings (not dividends), which used to 
be the standard, he will find very few, 


and these can be accounted for in prac- | 


tically every instance by the presence of 
some unfavorable factor, except in min- 


ing and oil stocks which usually report | 
their earnings before depletion charges. | 

Bond prices are still depressed by the | 
in the money market and | 
trading is dull, except in some of the | 
convertible issues or those with war- | 


tightness 


rants attached. Much of the money that 


formerly went into bonds directly or | 
| through savings banks is now going into | 
| investment trusts, which have had such 


a spectacular growth in the last two 


years. 
cently about the advantage of “equity” 


issues that one might think the popular- | 
ity of fixed term investments would | 
Some of the claims of the | 
security trading companies are pure non- 


never return. 


sense, at least for that class of people 
which is dependent on the income from 


| moderate sized estates, etc., and the care- | 


| HANSON ANSON 


ful investor will go slowly on exchanging 
seasoned securities for shares in so- 
called investment trusts that are little 
more than “blind pools,” and whose or- 
ganizers have contributed only a minor 
share of the investment but stand to re- 


| ceive a major share of the profits. 


So much has been preached re- | 


TS 


Municipal Bonds 


Safety of Principal 
All Maturities 
All Denominations 


Tax Exemption 


4V4% to 6.00% 


Write for Offerings 
and Bank Discounts. 


Incorporated 1910 
MUNICIPAL BONDS 
39 South La Salle St., Chicago 
New York Detroit Philadelphia St. Louis 


H 


“Over the 
Counter Securities” 


Bank 

Title 

Trust 
Aviation 
Railroad 
Insurance 
Industrial 

Chain Store 
Public Utilities 


Investment Trust 


Stocks and Bonds 


Quotations and Information 
Furnished on Request 


Members Ass’n of Bank Stock Dealers 
Unlisted Securities Dealers Ass’n 


25 Broadway Whitehall 6140-55 
H & H 
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New Books 


BANK ADMINISTRATION. By 4H. 

Stronck. Published by Rand, McNally 

and Company, New York. 230 pages, 

A discussion of the new problems con- 

fronting bank administration, especially 

the higher type of management neces. 

sary for the institutions which, owing 

largely to consolidations, have grown to 

HE prosperity of industry in the small town depends a this 

country. e principles of bank man- 

to an important degree upon the availability, ade agement described are illustrated by 
quacy and reasonable cost of electric power supply. charts. 

Modern generation of electrical energy and the super- 
power transmission systems of the public utilities today MERGERS IN INDUSTRY. Published 
make entirely possible for the small towns the same efhi- by the National Industrial Confer- 


. ence Board, Inc.. New York. 205 
cient electric service provided in cities. pages. Price $3.00. 


The book undertakes an examination 
The generating and transmission systems of the National of some of the important questions that 


Electric Power Company’s subsidiaries .offer complete as- have been raised as a result of fifty 
surance of these vital service factors in more than 1,800 — _ of — oe under 
non-metropolitan communities located in 17 States from ae eee e efficiency of 


mergers from the standpoint of profits 
Maine to Florida and inland to Pennsylvania, Ohio and is studied along with the trend oe in. 


Michigan. dustrial consolidation. 


THE FINANCIAL HISTORY OF BAL- 
TIMORE, 1900-1926. By Leonard 
NATIONAL ELECTRIC 
Business Administration, Catawba 
College. Published by the Johns 


POWER COMPANY Hopkins Press, Baltimore, Md. 127 


pages. Price $1.25. 

This study brings up to date the finan- 
cial history of Baltimore together with 
an account of the administration, ex- 
penditures, revenues and indebtedness 


BURLINGTON se of the municipality. 


‘ inds Soa | FINANCIAL HANDBOOK OF THE 
Venetian Bli d i AMERICAN AVIATION INDUS- 
TRY. Compiled and Published by the 

> Commercial National Bank and Trust 


The Ideal Window am ¢ EET Company of New York. 156 pages. 


n f Bank The bank presents data collected as 
Equipment or Danks part of its own working information 


regarding the corporate structure, finan- 
cial arrangements, property holdings, 


With these blinds there is ob production facilities, operations and 


personnel of the companies engaged in 
tained draftless ventilation and all branches of the aviation industry. 


RR 
perfect control of light. ; ‘en 


— Pitt CAPITAL, THE MONEY MARKET 
AND GOLD. By Lionel D. Edie, Pro- 
fessor of Finance, School of Commerce 
BURLINGTON | =a : Chicago. Published by the University 
See : . of Chicago Press, Chicago. 53 pages. 
VENETIAN BLIND CO. = 4 Price $0.50. 

276 Pine Street A brochure throwing a broad light on 
the chief financial problems of the day. 
Burlington, Vermont am. * on It is in the nature of a short course in 
: ” the new factors which have come to play 

about money and credit. 
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and significance of the administration of 
the Ottoman public debt which inter- 
prets European interests in the Empire 
from the standpoint of economic control. 


INDUSTRIAL BALANCE SHEETS. 
By Myron M. Strain, B. C. S. Pub- 
lished by Harper and Brothers, New 
York. 182 pages. Price $3.50. 

A study in business analysis that un- 
dertakes to answer the problem of how 
to apply the accepted principles so as to 
be able to infer from industrial balance 
sheets the probable soundness and pay- 
ing ability of the organizations whose 
condition they reflect. 


THE NEW PLACE OF THE STOCK- 
HOLDER. By John H. Sears. Pub- 
lished by Harper and Brothers, New 
York. 254 pages. Price $4.00. 
Written for the general reader with- 

out primary emphasis upon the legal 
phase of the ownership of corporate 
securities the book considers the rights 
and responsibilities of the stockholder 
from the standpoint of purely economic 
considerations, matters of convenience, 
something of practical philosophy and 
of business common sense. 


INTERNATIONAL AIRPORTS. By 
Stedman S. Hanks, Lt.-Col. Air Corps 
Reserve. Published by the Ronald 
Press Company, New York. 189 pages. 
Price $5.00. 

A consideration of the problems of 
American airport development from a 
study of what has been done abroad 
against the background of the author’s 
knowledge of conditions in this country. 


INDIA IN 1927-28. By J. Coatman, 
Director of Public Information, Gov- 
ernment of India. Published by the 
British Library of Information, New 
York. 482 pages. Price $1.50. 

A statement prepared for the British 
Parliament reviewing one of the most 
interesting years in the history of In- 
dia. The book is in the nature of an offi- 
cial study of modern India. 


APPLIED BUSINESS FINANCE. By 
Edmond E. Lincoln. Published by 
McGraw-Hill Book Company, New 
York. 779 pages. Price $5.00. 

In this, the fourth edition the work 
has been revised and enlarged and to 
some extent completely rewritten. The 
aim of the book is to discuss those prob- 
lems of business finance which actually 
arise from day to day in the average 
industrial concern, including both manu- 
facturing and trading enterprises. No 
attempt is made to center attention on 
the problems of very large organizations 
as such, and only incidental mention is 
made of the financial problems of public 
utility concerns and holding companies. 
Little attention is given the abnormal 
or spectacular and more public phases 
of financing. In bringing the work up 
to date in its latest edition an attempt 
has been made to give proper weight to 
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WHAT DO YOU THINK? 


«@ Being a more or less personal talk between the Epitor and the READER 1@&* 


A Great Migration 
OON after this issue of the JOURNAL 


is in your hands a great migration of 
bankers will have begun. From all over 
the United States bankers will be making 
their way to San Francisco for the Fifty- 
fifth Annual Convention of the American 
Bankers Association. 

There they will receive the inspiration of 
banking for the coming year. So swiftly 
moves the course of modern banking, so re- 
plete is it with changes, that each year sees 
new and complex problems confronting the 
profession that give to each Convention a 
task that seems to stand out in importance 
above all the others that have gone before. 
Yet each year the record of progress made 
finds the bankers of the country ready to 
take the things the last twelve months have 
brought forth. 

This ability of banking to take things as 
they come and not only to make the most 
of them but to get the most out of them for 
the further strengthening of the financial 
structure has inculcated into national 
thought an unshaken confidence that bank- 


ALL POINTS WEST —» 


ing will always meet the test. The eyes of 
the whole country will be on San Francisco 
from September 30 to October 3. 

Those who attend the Convention will take 
part in the shaping of banking policies for 
the coming year. Those who remain at 
home will have the full report of the pro- 
ceedings brought to them through the 
columns of the JourNaL. The October 
number of the JourRNAL will report the San 
Francisco Convention. In some sections of 
the country it will reach the bankers prac- 
tically as soon as returning delegates. 


A Solid Front 


A’ interesting account of how Georgia 
bankers, by presenting a solid front, 
prevented the imposing of restrictions upon 
the expansion of “the trust idea” by banks 
and trust companies in that state has been 
written the JoURNAL by H. F. Pelham, vice- 
president of the Citizens and Southern Na- 
tional Bank of Atlanta. 

At the term of the Georgia Legislature 
which closed in August a Lawyers Bill was 
proposed to define the practice of law in 
the state as affecting corporations and aimed 
originally at certain alleged practices on 
the part of title companies and to prohibit 
certain acts on the part of corporations, 
principally title companies, banks and trust 
companies. 

“The bill introduced,” reports Mr. Pel- 
ham, “was rather rambling and vague and 


if enacted would have precluded many of 
the ordinary every-day practices of banks and 
was aimed not only to prohibit the practic- 
ing or appearance in court as an attorney 
of any person other than itself, but also 
the giving of advice and the discussions on 
and the drawing of papers in relation to 
‘anything creating a legal right.’ Appar- 
ently radically sponsored, the bill passed the 
House of Representatives in the state by a 
vote of 120 to 30 after a strengthening 
amendment had been made on behalf of 
the proponents. 

“The state banks as well as the banks in 
Atlanta drew the issue suargely on the bill as 
it had passed the House, it being reported 
that no reasonable amendment would be 
accepted either by the House or Senate com- 
mittees. The concerted effort on the part 
of the banks throughout the state at large 
resulted in making the issue such that it was 
apparent that few of the Senators desired 
to be recorded as favoring either side of 
the bill. 

“The bill, after a half day’s argument 
and the placing of several floor amend- 
ments which virtually destroyed it, was by 
unanimous consent ‘indefinitely postponed.’ 

“The terms of the bill were aimed to 
break down the contact between the banks 
and the prospects and customers of the trust 
department, as well as to break down the 
retainer relationship between the banks and 
their counsel, it apparently being thought 
by the proponents of the bill that a great 
volume of legal business would thus be 
liberated in the general field of the Bar. 

“Prior to the meeting of the Legislature, 
the Georgia bankers had already started a 
movement to work out a Code of Ethics 
with members of the Bar looking to a com- 
mon understanding in the matters wherein 
the interest of the banking and legal pro- 
fessions touched. 

“The banks in Georgia, disregarding this 
interruption, are proceeding to work out 
such an arrangement to be submitted to the 
members of the Bar.”’ 


A Real Truth 


N editorial in the August issue struck a 

responsive chord and called for a letter 

of appreciation from Stanley Klonowski, 

president of the Bank of Cleveland, Cleve- 
land, Ohio. He said: 

“In your August issue, in the editorials, 
you had a great article, ‘The Loyalty-Lack- 
ing Directors.’ We feel very grateful to 
you for the article; it was to the point and 
expressed a real truth.” 


Fascinated Him 


66 AM a teacher of social studies in the 

San Francisco school department,” 
writes H. S. Davis. ‘Yesterday I was look- 
ing through your magazines at the Uni- 
versity of California, where I am doing re- 
search work. The JouRNAL cover illustra- 
tions fascinated me almost more than what 
I was looking for. They illustrate so clearly 
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certain principles I develop in my teaching, 
Would it be possible to get the covers from 
back numbers?” 


They Sold Themselves 


66 HAVE asked a trust man to come up 

to our main office and tell a few of us 
something about making wills and life in- 
surance trusts and a lot of other things I do 
not know very much about,” said E. D. Dun- 
ton, manager of the Loomis Branch of the 
California Trust and Savings Bank of Sac- 
ramento, California, to one of his customers 
recently. “If you are interested in this sub- 
ject at all, I would be glad to have you come 
and join us.” 

In this manner a plan for letting trust 
prospects sell themselves was put into oper- 
ation. How it worked is described by W. S. 
Guilford, of the trust department of the 
California National Bank, Sacramento: 

Twelve men—representative business men 
and ranchers of this community—sat down 
around the table in the directors’ room of 
the Loomis Branch at 7:15 one evening. 
The party broke up at 11:00 o’clock. 


As a guide for the discussion of trust de- 
partment activities, each one present was 
given a copy of an elementary book on trust 
functions. 

The representative of the trust department 
called attention to various things mentioned 
in the chapters of the book and as the eve- 
ning progressed there was a general discus- 
sion of wills, life insurance trusts, partner- 
ship trusts, deeds of gift, guardianship af- 
fairs and all of the other things that trust 
departments deal with. 

There was no solicitation on the part of 
the trust representative or on the part of 
Mr. Dunton for trust business at this meet- 
ing. It was simply a very informal, friendly 
discussion of the work of a department in 
the bank that none of them had had occa- 
sion to investigate or to know very much 
about. 

Needless to say, the time passed so rapidly 
that 11:00 came before anyone realized it. 
As a result of this meeting several of those 
present have made wills and life insurance 
trusts and this business has come volun- 
tarily to the trust department. Everyone 
who attended the meeting will eventually 
get their affairs in shape and will name the 
bank executor and trustee. 

And in addition to that, these twelve men 
are the greatest advertisement the bank as a 
whole, and the trust department in particu- 
lar, could possibly have in this section. 

Each one of them now feels he is more or 
less an authority on trust matters and he 
has taken it upon himself to advise all his 
close friends and neighbors that it is their 
imperative duty to get their affairs in shape. 
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